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CATERPILLAR 


Caterpillar Tra 
Co.'s modern new) 
in Joliet, Illinois 


By being constantly alert to practical ideas that improve production efficiency 
and lower costs, Caterpillar maintains a world wide prestige and satisfies the 
steadily increasing demand for earth-moving products of unquestionable quality. 


Modern Wilming 
ton Mine in northen 
Illinois, typical 
Southern's extensisi 
coal operations. 


SOUTHERN ’S co-orpinaten COAL SERVICE LOWERS FUEL CO 


AND INCREASES BOILER EFFICIENCY FOR CATERPILLAR 


Caterpillar, like many other leading national industries has proved that 
economical steam production i is afforded by the four basic fuel advantages 
provided by Southern: Widely Diversified ( oal Selection; Dependable 

Supply: Uniform High Quality; Application of the Right Coal to 

Specific Burning Equipment. 

SOUTHERN'S efficiently operated modern mines, advantageously located 

in Illinois, Western Kentucky, Indiana, Ohio have annual capacity of 
10,000,000 tons; tremendous reserves. 

SOUTHERN’S coals are engineered to strict industrial specifications. They are 
washed, rinsed, precision sized and blended in the nation’s most modern 
preparation plants. Uniform high quality is rigidly controlled by laboratory 
tests daily at the mines. 

Application of the right coal to your specific requirements is factually proved 
by equipment analysis and burning tests in your own boilers. 

You also may effect fuel savings through this well co-ordinated 

Industrial Coal Service. Your nearest Southern office will gladly furnish 

ae a recommendations and proposals. 


ELY SOUTHERN’'S ENGINEERED INDUSTRIAL 


Sotho LC tang Lhe 


GENERAL OFFICE: 333 North Michigan Avenue, Chicago 1, Illinois 
OFFICES IN: Chicago, Louisville, Memphis, Nashville, St. Louis 
Sinclair Coal Company, Kansas City, Mo., Western Representative 
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with cost-saving B&W 
Cyclone-Furnace Boilers 


Savings 

through simplification of collectors 
and ash-handling equipment, due to 
drastically reduced volume of fly-ash 
leaving the furnace. 


Savings 
through lower cost and maintenance of 
coal preparation equipment. 


Savings 
through higher boiler efficiency due to 


low excess air. 


Savings 
through reduction of boiler and build- 
ing size. 


11, / va ple f 
BEW Enginee 


2D Fconomy 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











| 10, April 10, 1952 






Public Utilities Fortnightly 





UST CONTROL 













The logical place to start controlling fly-ash is in the furnace, where it is produced. B& W’s 






unique Cyclone-Furnace recovers extremely high percentages of ash in the form of easy- 







to-handle slag. Your collectors handle only a small fraction of the dust-loading they would 
fT normally receive from pulverized-coal fired boilers, even those of the slag-tap furnace 
type. This big advantage, illustrated in a typical case study below, is only one of several 
rs that account for selection, since 1946, of Cyclone-Furnace Boilers with total steam ca- 


pacity exceeding 14 million pounds per hour. 
750,000 LB PER HR BOILER—16% ASH—10,000 BTU COAL—14,250 LB ASH PER HR 
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i may be true, as President Truman 
claims, in his recently issued biog- 
raphy Mr. President by William Hill- 
man, that he rarely writes angry letters. 
But judging by the reception of that in- 
teresting volume, it is also true that the 
President managed to make more peo- 
ple angry in a shorter space of time than 
a good many other folks could do with 
the use of angry language. 


On the same day, two of his former 
Cabinet officers, Henry Wallace and 
Governor Byrnes of South Carolina, re- 
sorted to a most unusual form of /ése 
majesté by directly questioning the 
President’s veracity. Mr. Truman’s in- 
teresting ideas about retiring Congress- 
men after twelve years of service, to pre- 
vent senility and “fossilization,” drew 
fire from both sides of the aisle in both 
chambers of that constitutional branch 
which the President also referred to as 
the “cave of the winds.” 


Some of the President’s own party 
and policy supporters, such as Repre- 
sentative Adolph J. Sabath of Illinois 
and Speaker of the House Sam Ray- 
burn, found themselves under the cloud 
of implied senility. Of course, there were 
others less obligated to feel very kindly 
disposed to the President’s implied criti- 
cism, such as Senator Pat McCarran of 
Nevada and Representative John E. 
Rankin of Mississippi, both veteran 
Democratic members but not always on 
Mr. Truman’s side of political issues. 
Republicans naturally felt no need to be 
reticent in their reaction. The Minority 
Leader, Representative Joseph Martin 
of Massachusetts, and Senator Tobey of 
New Hampshire, both of whom have 
been in Congress longer than the pre- 
scribed twelve years, promptly paid 
their respects in no uncertain language. 


A from Congress, a good many 
other people and _ institutions— 
friends of General MacArthur and Ber- 
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O. VAN RYE 


nard M. Baruch, newspaper editors, mu- 
sic critics, just to name a few—saw no 
reason to cheer the President’s biog- 
raphy. All of which lends some point to 
another peppery presidential statement, 
made one week before that volume ap- 
peared. It was the statement attacking 
the electric power industry which was 
read for the President by Secretary of 
the Interior Chapman to the annual con- 
vention of the National Rural Electric 
Co-operative Association in Chicago. 
President Truman told the REA co-op 
members that the power companies are 
engaged in “one of the most vicious 
propaganda barrages in history” in an 
attempt to “restore the unlimited right 
of private monopoly” in exploiting the 
nation’s water power resources, 


AsipE from the fact that territorial 
monopoly has customarily been regarded 
as a natural state for public utility serv- 
ices of all kinds, and the fact that the In- 
terior Department controls much more 
hydro development than any private 
company or combination in the United 
States, there is really not much reason 
to challenge the President’s conclusion, 
which is another way of saying that the 
private power companies are trying to 
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Is your financial information 
up to the minute? 


























@ Data on public utility securities are 
compiled at the close of each month by 
Irving Trust Company and mailed 
promptly to many people who are daily 
concerned with utility financing. 


Information includes an index of yields 
on various grades of utility bonds, pre- 
ferred and common stocks . . . pertinent 
statistics on new electric and gas issues 
...asummary of reports on the recep- 
tion of the issues. 


If you are not receiving these timely 
monthly studies, drop a line to our 
Public Utilities Department . . . we'll be 
glad to add your name to our mailing 
list for the Security Price Data Sheet. 


IRVING TRUST COMPANY 


ONE WALL STREET os NEW YORK 15, N. Y. 
Capital Funds over $120,000,000 
Total Resources over $1,300,000,000 
WituaM N. Enstrom, Chairman of the Board 
Ricwarp H. West, President 


Public Utilities Department ¢ ¢ 
Tom P. Wacker, Vice President in Charge / 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION , ee | -s 
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impress the American people with their 
reasons why they should not be run out 
of business by their own government. 
Offhand, this seems a perfectly natural 
reaction and probably one which the 
President would have had himself, if the 
Federal government, for some strange 
reason, had determined to go into the 
haberdashery business in Kansas City 
three decades ago. 


ITHOUT any desire to question the 

President’s conclusions, we must 
confess to a certain amount of fascina- 
tion with the way in which the mind of 
our Chief Executive works. He told the 
Chicago convention of co-op members 
that the power companies—failing in 
their efforts to discredit the public pow- 
er program on its merits-—are resorting 
to “scare words” such as “Socialism.” 
This charge is perfectly true as far as it 
goes, but when one considers that since 
the New Deal arrived in 1933, public 
ownership in the power industry has in- 
creased from less than 5 per cent to 20 
per cent of the national industrial ca- 
pacity, it is difficult to see just how the 
word “Socialism” is merely an empty 
term used for scaring people. In plain 
language, these figures would seem to 
indicate that there may actually be some 
basis for investors in the power business 
to be disturbed. Perhaps the President 
expects them to behave very politely, 
like the little oysters in Alice in Wonder- 
land, until they become completely de- 
voured. 


JOHN P. CALLAHAN 
APR. 10, 1952 


WITHOUT meaning any disrespect, the 
President’s sharp message about the hos- 
tility of the power companies to the Fed- 
eral power program may recall for some 
the righteous denunciations which the 
Kremlin issues periodically about those 
hostile warmongers (such as the Finns, 
Poles, Austrians, West Germans, etc.) 
who keep on endangering the peace of 
the world by their absurd resistance to 
the wonderful socialistic plans for their 
future which originate at Moscow. 


* * * * 


|S ge F. Ettiot, whose article 
begins on page 465, is the secre- 
tary of the Kings River Conservation 
District. He was born in Halifax and 
grew up in southern California. After 
serving in the U. S. Air Force during 
World War I, he joined the editorial 
staff of the Los Angeles Times and fol- 
lowed an earlier editorial career. 
> = & @ 


Van Rye, whose article begins on 
e page 476, is personnel administra- 
tion counsel for the New England Power 
Service Company. He started in the elec- 
tric industry as a cadet engineer thirty 
years ago in Santiago, Cuba, and has 
been with the New England Electric 
System for the past twenty-three years. 
The other feature article in this issue 
(beginning page 493), dealing with the 
co-operation of four electric power com- 
panies in building a plant to serve the 
Atomic Energy Commission, was written 
by Joun P. CaLttaHan of The New 
York Times editorial staff. 
* * * * 


IX our March 27th issue, there was an 
advance announcement of a 2-part 


series of articles, slated to begin publi- 
cation in this number, under the title 
“Picking Federal Regulatory Commis- 
sioners,” by Dr. Lincotn SmitH of 
Columbia University. The presentation 
of this series has been deferred at this 
time. It will be covered later. 


THE next number of this magazine 
will be out April 24th. 


Aue CaliXGue- 
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: for ALL the 
; | Figurework it take 


ir — Behind the great stretches of power 
lines that reach into homes and factories 
across the country are mountains of 
figurework. Planning, building, 
servicing — every operation calls for 
fast, accurate figure-facts. 
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ig Ff Rand Printing Calculator stands for 
al : top efficiency. Technical computations, 
I- : payrolls, power statements, tax records 

{ —all your figuring problems are 

; handled with new speed and ease — new 
’ ; economy — with the Printing Calculator. 
T You get short-cut multiplication and 
c= automatic division combined with 
y rapid addition and subtraction — and 
; every step of each problem is printed on 
. - the tape. Send for complete details 
e today, and see how the Remington 
e Rand Printing Calculator can save 
A time and money for you. 
; THE REMINGTON RAND 
e 
sf F 
. * Room 2053, 315 Fourth Avenue, New York 10, N. Y. 
5 ‘ Please send complete information on the Remington Rand 

« Printing Calculator. 
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Coming IN THE NEXT ISSUE 
* 


EMPLOYEE INFORMATION ON THE AMERICAN ECONOMIC SYSTEM 


Sampling opinion is the only real way to appreciate how much misinforma- 
tion exists. Here is an account of steps taken to gauge the understanding 
of employees and to correct it effectively with a systematic and continuous 


educational program. Edwin Vennard, vice president, Middle West Service - 


Company, of Chicago, Illinois, and well-known figure in the electric industry 
has prepared this readable description of an outstanding, well-planned, and 
well-executed system of checking and blocking misinformation and lack of 
understanding on important matters among utility employees. 


YOUR SERVICE—DO YOUR CUSTOMERS LIKE IT? 


How a municipally owned and operated utility went about conducting a 
simple and inexpensive survey of customer opinion. Informal polls and opin- 
ion survey research has long been a valuable adjunct of public relations work 
in the utility field. Some companies have gone to considerable expense and 
effort, utilizing the services of nationally known professional organizations to 
gauge the sentiment and reaction of their employees and customers to par- 
ticular policies or developments. By way of an interesting alternative, here 
is an account of a simple and inexpensive method used by a municipally 
owned and operated public utility to determine customer reaction. The 
authors are E. A. Combatalade, director of public relations, and Felix J. 
Rehman, administrative analyst of the Sacramento Municipal Utility District. 


A CONTRACTUAL ALTERNATIVE TO SOCIALIZED TRANSIT 


With the steady flight of inflation showing no prospect of abatement, there 
seems to be some danger of the transit industry becoming a victim of a 
defeatist attitude. Some transit officials themselves seem to be taking the 
lead in figuring out ways and means for turning over the headaches of 
making ends meet, in view of rising wages and taxes, to municipal gov- 
ernment. But is a socialized transit industry the only answer? A challenging 
alternative is proposed in this article by Graeme Reid of the nationally 
known engineering firm of Ford, Bacon & Davis, Inc. 


BUSINESS DISPERSAL VIA THE "T" BOMB 


The "'T" bomb, in this provocative title to an article by James H. Collins, 
California business author, means the effect of ''taxes'’ on industrial mi- 
gration. A few years ago, when the atom bomb was still shocking news, 
government and business experts were talking about taking our economy 
apart and hiding it in the grass. What utilities would do about carrying 
on their service obligation to such a displaced and dispersed business 
organization throughout the nation, was the subject of a number of thought- 
provoking articles. Now comes the interesting suggestion that high taxes 
in many congested municipal areas may be doing the same thing. 


* 


A | SO .. «+ Special fizancial news, digests, and interpretations ef court aad com- 
mission decisions, general news happenings, reviews, Washiagton gossip. 
aad other features of interest to public utility regulators, compeaies, 


execatives, financial experts, employees, investors, and others. 
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How long is a ship? 


A SHIP may be 200 or 300 feet long. 


On the other hand, if you’re thinking of the 
Queen Elizabeth, the correct answer would 
be 987 feet. 


Ships come in all sizes. Customers’ bills are 
like that, too. They vary in size. 


Intelligent analysis 


That’s why in planning rate or promotional 
Programs, it’s so helpful to have a proper 
analysis of your customers’ bills to know 
just how the bills fall into various kilowatt- 
usage categories. 


The Recording and Statistical Corporation 
can prepare such statistics for you in short 
order. Its specially developed Bill Frequency 
Analyzer processes as many as 200,000 
bills a day, and the cost to you for such serv- 
ice is far less than you’d think . . . less than 
it would cost if it were done by efficient clerks 
in your own offices. 


100 Sixth Avenue 


= i 








RECORDING AND STATISTICAL CORPORATION 






















May we send you an informative booklet, 
“The One Step Method of Bill Analysis,” 
that shows how this remarkable service can 
save you money in the months just ahead? 
Just drop a note to us. 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds 
in 300 registers—in one step! 


New York 13, N. Y. 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





CCaoukeble CEake 


“There never 


Harry FLoop Byrp 
U. S. Senator from Virginia. 


EpIToRIAL STATEMENT 
The Saturday Evening Post. 


BENJAMIN F. FAIRLEsS 
President, United States Steel 
Corporation. 


CHARLES M. WHITE 
President, Republic Steel 
Corporation. 


Joun M. BuTLer 
U. S. Senator from Maryland. 


Frep A. SEATON 
U. S. Senator from Nebraska. 


Purp D, REED 
Chairman, General Electric 
Company. 


CLARENCE CANNON 
U. S. Representative from 
Missouri. 


JAMEs MussATTI 
General manager, California State 
Chamber of Commerce. 


APR. 10, 1952 


was in the world two opinions alike.” 


—MONTAIGNE 





“There is only one road to solvency and that is to stop 
spending money we do not have.” 


* 


“Power tends to make some men aloof and arrogant, 
and others too big for their breeches.” 


¥ 


“There is only one way to stop this wage-price spiral, 
and that is to stop it. There is only one time to stop it 
and that is today.” 

* 


“It is one of the tragedies of our way of life that the 
word ‘politics’ in America is today even more debased 
than our 53-cent dollar.” 


* 


“We have fallen before a mumbo jumbo designed to 
lure us inte the false theory that the government can 
do for us better than we ourselves.” 


> 


“Certainly it isn’t Socialism . . . to conserve our natural 
resources, or build dams for flood control, irrigation, or 
electric power. Such programs are simply the hallmarks 
of an enlightened state.” 


* 


“[The three main threats to peace] are Russia, or more 
particularly, its rulers, inflation, and moral flabbiness—a 
slightly soiled attitude toward honesty, decency, and the 
keeping of promises, not only in the U. S. but in the 
world.” 


* 


“We must face the fact that the menaces of inflation 
and bankruptcy are second only to Communism and in- 
vasion by a foreign enemy. Most people do not realize 
how rapidly these dangers have advanced in the past sev- 
eral years.” 


& 


“[When 25 per cent of the national income goes for 
taxes] you have reached the economic limit of taxation 
and the nation is headed for trouble. Since the United 
States has now reached this danger point, we need to 
apply the ax to the nondefense expenditures of our 
Federal government.” 
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THE ONLY VERTICAL 
BOOM DITCHER 


mh ew 


digs clean—leaves no ramp ° discharges on either side 


447158 


Here's an exclusive ditcher feature that saves as coral rock — down to 8 feet, 3 inches; widths 
a lot of hand labor. The Barber-Greene’s verti- up to 24 inches. Feeding speeds range from 10 
cal boom digs straight down, right up to walks, inches to 8 feet per minute. 
foundations, underground piping and mains, An adjustable spoils conveyor discharges on 
etc. There’s no ramp to run up digging costs. either side, and the automatic overload release 
Closely spaced, self-cleaning ‘“‘kick out" protects both the machine and hidden objects. 
buckets, traveling at high rate of speed, cut like Find out how this compact, maneuverable, 
a milling machine . . . leave a clean-walled easily controlled unit can keep your trenching 
trench, It's this efficient operating principle that costs down ... and what varied work it will 
gets the B-G Ditcher through materials as tough perform. 87A 





BARBER- GREE COMPAN AURORA, ILLINOIS 
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cat 


LOADERS COAL MACHINES BITUMINOUS PLANTS FINISHERS OLTCHERS 
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DecHarp A, Hutcy 
President, Chamber of Commerce 
of the United States. 


HERBERT HOOVER 
Former President of the 
United States. 


EpiToRIAL STATEMENT 
News-Review (Eagle River, 
Wisconsin). 


Fioyp B. Op_tuM 
Chairman, Consolidated Vultee 
Aircraft Corporation. 


WALTER MAYNARD 
President, Association of Stock 
Exchanges. 


ELMER L. LINDSETH 
President, Cleveland Electric 
Illuminating Company. 


Rosert E. WILson 
Chairman of the board, Standard 
Oil Company (Indiana). 


WiuiaM E, JENNER 
U. S. Senator from Indiana. 
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“America is at a peril point. We are buying Socialism 
with our own tax dollars.” 


* 


“Controls of the type we have in force on wages and 
prices can do little more than retard inflation. The experi- 
ence of six great commercial nations in two years has 
proved that it is, at best, a retarding device.” 


* 


“The thought came to us that if you want to know the 
results of letting the government take over every depart- 
ment of your life, all you have to do is look at an Indian 
reservation, where there is no opportunity and no hope for 
advancement.” 


> 


“TAmericans should give] sober thought to what, under 
pressure of emergency needs, we may be doing to our- 
selves at home to alter or destroy America’s way of life 
by various laws, regulations, or policies such as a tax law 
that, at least in certain brackets, stops barely short of 
confiscation.” 


* 


“When tax rates exceed 50 per cent it becomes more 
worth while for a man to devote his time to a study of 
means of avoiding a dollar of taxes than to study means 


of earning another dollar of income. Thus the rate itself 
is an incentive to the systematic study of means of tax 
avoidance—scarcely an elevating influence in the com- 


munity.” 
© 

“. , the electric light and power industry is extremely 
important to national defense. It is essential to the produc- 
tion of guns, tanks, planes, and all other tools needed by 
the fighting men of the free world. In fact, modern civi- 
lization as we know it is literally based on electric power, 
and this dependence becomes most apparent in times of 
national emergency.” 


> 


“The freedom of American business is in serious danger. 
We may be sure that those who believe in the laying on 
of hands by Big Government will take every possible 
advantage of any emergency, whether real or trumped up. 
We must be vigilant in guarding our inherited liberties. 
We must never yield one without keeping a string on 
it so we can get it back when the world is more peaceful.” 


* 


“Representative government rests on the power of Con- 
gress to protect the earnings of people against the power 
of government and to dole out to the government only 
so much money as it needs for the public business. When 
the executive power—be it president or prince—wins the 
ability to.decide how much money it will spend we have 
arbitrary government subject to no executive power what- 
ever.” 
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Today, the challenge of competition can 
best be met by an informed, educated 
personnel that fights with modern facts. 
And the best way you can give your up- 
and-coming executives a capsuled, fact- 
crammed course on the modern, marvelous 
Gas Industry is at the AGA Convention discus- 
sions on newest methods, newest processes, newest 


equipment and newest appliances. 











Here, under one roof, will be assembled a 
display of the finest appliances, machinery 
and methods. Here the keenest minds will 
discuss the outstanding problems confront- 
ing our Industry today. Here is the Gas In- 
dustry in all its might and glory ...a source 
of inspiration and education for all. 


Invest in your PERSONNEL! Send 
more of them to your Industry's 


convention and exposition. 





Gas Appuance Manuracturers Association, Inc. 
60 E. 42nd Street - New York 17, N.Y. 





Meeting 9 0197 


New York’s largest 








New York is perennially ‘‘bursting at the seams'’—but there 
is always a way to accommodate additional development. This 
is made possible by wise city planning and the far-sighted policy 
of the Consolidated Edison Company of New York, Inc. which 
keeps ahead of New York's ever-growing demand for electricity. 
The new Foster Wheeler Steam Generator now being con- 
structed for the East River Station of the Consolidated Edison 
Company is a contemporary example of how one organization 
seeks to anticipate the needs of future populations. 


FOSTER WHEELER CORPORATION ° 
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New FW Steam Generator 
for the East River Station of the 
Consolidated Edison Company 
of New York, Inc. 


Maximum Capability 1,450,000 Ib per hr 
Pressure Superheater Outlet 1850 psig 
Primary Steam Temperature 1000 F 
Superheat Control Range 325,000 to 

1,450,000 Ib per hr 
Reheat Steam Temperature 1000 F 


STEAM OF SUPER PURITY—Application of 
dual circulation principle produces steam of 
lowest contamination especially silica. 


RADIANT SUPERHEATER—in combination with 
convection superheater enables attainment of 
full primary steam temperature from 25% 

to full load. 


CONVECTION REHEATER—Location in low 
temperature zone after convection superheater 
provides protection agoinst all variables 

in operation. 


CONSERVATIVE FURNACE—Low heot 
absorption rates per unit area and low 
furnace exit gas temperatures. 


FOSTER WHEELER BALL MILLS —High ovoil- 
ability, low maintenance and sustained 
fineness of pulverization. 


FOSTER WHEELER TURBULENT BURNERS —Turbule 
action of air and fuel produces uniform mixture fo 
complete combustion ond even heat distribution 
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What truck will save you the most? 


The answer’s a cinch! The truck that’ll save 
you the most is the one that fits your job 
the best. And that means a Dodge “Job- 
Rated” truck—one that’s engineered for 
penny-pinchin’ thrift on your job. 


The engine of a Dodge “<Job-Rated” truck 
is Scotch as can be with gasoline. You can 
thank its high-compression ratio for that. 
Upkeep costs are low, too, because a Dodge 
truck engine pares down costs with such 
values as chrome-plated top piston rings 
and exhaust valve seat inserts. 


Count on a thrifty Dodge “‘Job-Rated” tru 
to give you more for your money right dor 
the line. You’ll get greater braking safe 
easier bad-weather starting, easier handli 
greater comfort, and smoother riding. 


And you can get gyrol Fluid Drive on \ 
34-, and 1-ton models. This Dodge exclusit 
“cushions” power for easier driving an 
longer truck life. Ask for a demonstratio 


For help and advice on the kind of tru 
which will save you the most, see you 
nearby Dodge dealer. 
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American Power & Light Company 


AN ATTRACTIVE 
DIVESTMENT OPPORTUNITY 


se ease coe cena 





American Power & Light Company Directors voted 
unanimously on March 2oth to distribute to its stockhold- 
ers the Company’s 100% interest in Washington Water Power 
Company, subject to S.E.C. approval. This action appears 
to offer investors an opportunity to acquire Washington 
Water Power common stock on an attractive basis. 

Several factors, including excellent growth prospects in 
electric revenues, enhance the outlook for Washington 
Water Power Company. For example: 


V Completion of a $41,000,000 hydro-electric project in 1953 
will practically double the Company's generating capacity 


V Substantial tax savings are expected as a result of accelerated 
amortization on this project 


V Rate increases have been requested 
V Substantial tax-free dividends are expected between 1954-57 


These advantages are discussed in our new and timely 
Blue Cover Report “American Power & Light Company” 
—available without obligation to both private and insti- 
tutional investors. Address the Investment Department. 


KIDDER, PEABODY ®& CO. 


FOUNDED 1865 
Members New York Stock and Gurb Exchanges 
Members Boston and Midwest Stock Exchanges 
17 Watt Street, New York 5, N. Y. 
Uptown Office: 10 East 45TH Street, New York 17, N. Y. 
BOSTON PHILADELPHIA CHICAGO 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 


the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





® « 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS © PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 





ROE COUNTY ELECTRIC COOPERATIVE, INC. 
hestenenetentend Illinois 











USES THE PELE - 
Jpeville 


LTERNATOR SYSTEM 


This forward-looking organization ish lower radio maintenance costs 
other one of the many Public Utilities more consistent radio operation 
|™no enjoy the advantages of the L-N 


There are L-N Alternator Systems rated at 
ternator System. 


3 50 amps. and 80 amps. for 6-volt systems; 
h your two-way radio cars and trucks... 60 to 150 amps. for 12-volt systems. 


Sree current demands are high . . : For all the facts, write The Leece-Neville 

ternator System will give you: Company, Cleveland 14, Ohio. Automotive 
25 to 35 amperes with engine idling Electric Equipment for Over 40 Years. 
new freedom from battery troubles Distributors in principal cities 


longer battery life ... Service Stations everywhere. 


BE SURE TO SPECIFY LEECE-NEVILLE 


ALTERNATOR SYSTEMS ¢ GENERATORS « STARTING MOTORS 
REGULATORS ¢ SWITCHES « FRACTIONAL HP MOTORS 


Reville cS SA he mm > ET tine 


DIESEL OFF-HIGHWAY PASSENGER RAILROAD MARINE 
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You measure turbine performance in terms 
of power and long-range economy. Tha 

means your hydraulic power installation 
should have a turbine which will give yo 

efficient power with years of trouble-free 
service. Leffel has been building turbines 
which do just that for over 90 years—since 
1862. A Leffel turbine holds the world's recf 
ord of 94.57% efficiency! And this out- 
standing efficiency is always coupled witht 
dependability and long life, as many Leffe 
turbines have proven by over half a century) 


of actual service. 


So why not let us help you with your 
hydraulic power project, whether it be ex- 
pansion, rehabilitation or a new installation? 
Of course, there is no obligation. Write? 


wire or phone today. 


MORE EFFICIENT HYDRAULIC POWER FOR 
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pu never thought possible 


in ledger posting 
for utilities 





bere’s a new standard of accounting efficiency 

many utility offices today. It’s a standard 
de possible by a completely new idea in 
chanized accounting—the revolutionary new 
troughs Sensimatic with the “mechanical 
ain” that directs it automatically through every 
ounting operation. 


re is a new accounting machine with amazing 
satility, speed and ease of operation. The 
troughs Sensimatic does a wide variety of 


accounting jobs with a saving of time, money and 
effort over former accounting methods—and just 
a turn of the job selector knob moves it speedily 
from one posting job to the next. 


Find out today how the Burroughs Sensimatic 
can save working hours, reduce your accounting 
costs, and increase efficiency. And all at a sur- 
prisingly moderate cost, too. Call your local 
Burroughs office or write for complete facts. 
Burroughs Adding Machine Co., Detroit 32, Mich. 


WHEREVER THERE’S BUSINESS THERE’S Bu rrough ~ 
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we really make 








Little blocks, say 2’ x 4” x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


Q-Panels are fabricated from Galbestos, alum 
num, stainless steel, galvanized and black st 
in lengths up to 25'. 


Q-Panels, 3" in depth with 1%" of incombus 
ble insulation, have a thermal insulation val 
superior to that of a 12" dry masonry wall wi 
firred plaster interior. A single Q-Panel with 
area of 50 sq. ft. can be erected in nine minut 
with a crew of only five men, and twenty 
workmen have erected as much as an acre of 
in three days. 


Q-Panel construction is quick, dry, cleaa, # 
offers an interesting medium of archite 
expression. 





H. H. ROBERTSON CO., PITTSBURGH, PA) 
cules caaeien CSE napa 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW _ ISSUE March 26, 1952 


400,000 Shares 


Arizona Public Service 
Company 


Common Stock 


$5 Par Value 


Price $12.75 per share 


Copies of the Prospectus may be obtained from any of the several under- 
writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation Blyth & Co., Inc. 
Merrill Lynch, Pierce, Fenner & Beane Refsnes, Ely, Beck & Co. 
William R. Staats & Co. | Stone & Webster Securities Corporation | Dean Witter & Co. 
A.C. Allyn and Company Central Republic : Company Coffin in & Burr Lester, Ryons & Co. 
Newhard, Cook &Co. Ball, Burge & Kraus A.G. Edwards &Sons__Hill Richards & Co. 
The Milwaukee Company Schwabacher & Co. Shuman, Agnew & Co. 
Walston, Hoffman & Goodwin Bateman, Eichler &Co. Bosworth, Sullivan & Company, Inc. 
Crowell, Weedon & Co. Elworthy &Co. Estabrook &Co. _First California Company 
McCormick & Co. Pasadena Corporation © Smith, Moore & Co. Stroud & | Company 


Sutro & Co. Wagenseller & Durst, Inc. Ellis & Yarrow Henry Dahlberg and Company 
Davis, Skaggs & Co. Grimm & Co. Wesley Hall & Co. Hope & Co. 
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INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
METERING 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
MERCHANDISING 

ADVERTISING 

GAS CONVERSIONS 


A SOUND RATE STRUCTURE 


is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 
Preparation and presentation of expert testimony in rate proceeding 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 
Write for our booklet describing our services. 


Address: Commonwealth Services Inc., Department 
20 Pine Street, New York 5, N. Y. 


Conumaurnille Seuss Gu 


and subsidiaries 
COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS | 


20 Fine Steed, Mew York 5, MY 
fuckin Michigan — Washinglon,. DC. 
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OAL’S YOUR “MAN FRIDAY 
—Every Day. in the Wook ! 


TUESDAY 








DOWN-TO-EARTH FACTS ABOUT 
COAL! 


vx Lowest-priced fuel almost everywhere! 

yy Labor costs are cut with modern boilers and 
automatic handling equipment! 

yx Easiest and safest to store of all fuels! 

yx America’s vast reserves make coal’s supply 
always dependable! 

yx Dependabie supply assures price stability! 


yx A progressive industry strives constantly to 
deliver an ever better product at the lowest 
possible price! 


@ work or play, coal is your faithful servant! Own 
ar—a washing machine? Coal, as an ingredient 
steel, is part of them. Enjoy reading the evening 
per? Coal supplies the light. Lamps, TV, all 

e appliances depend on electricity generated 
efly by coal! Coal drives trains—heats millions 
homes. And, almost all the good things you use 
fry day are made in factories powered by 
uminous coal! 


© it’s worth remembering, America’s coal in- 
stry is the world’s most efficient . . . America’s 
st coal reserves assure plentiful heat, light, power 
centuries! 


Responsible for choosing a fuel to power a fac- 


i—to heat a home or other building? Then 
nsider the many important advantages of bitu- 
ous coal! 


BITUMINOUS COAL INSTITUTE 


A Department of National Coal Association, 
Washington, D. C. 


FOR ECONOMY Qj AND DEPENDABILITY 


DU CAN COUNT ON COAL! 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DA 


COLUMBIA 
GAS |e 
SYSTEM 






The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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When the major elements in a power generation system bear the trade 
mark of a single builder of dependable reputation, the functioning 

of individual units may confidently be expected to achieve the highest standards 
of performance. Elliott-built equipment, as shown above, is mated 


to attain the utmost in overall operating economy. 


ELLIOTT Company 


JEANNETTE, PA. Plants ot: JEANNETTE, PA. + RIDGWAY, PA. 


AMPERE,N. J. ¢ SPRINGFIELD, O. + NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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Oklahoma Utilities Association, Southwestern Gas Measurement Short Course (&) 
ends, University of Oklahoma, Norman, Okla.,, 1952. 








Indiana Gas Association will hold annual meeting, French Lick, Ind., Apr. 24, 25, 1952. 





American Water Works Association, Montana Section, ends annual meeting, Billings, 
Mont., 1952. 





Pacific Coast Electrical Asso: iation, Business Development Section, will hold conference, 
Pasadena, Cal., Apr. 24, 25, 1952. 





American Water Works Association, Pacific Northwest Section, will hold annual meeting, 
Spokane, Wash., Apr. 24-26, 1952. 





American Institute of Electrical Engineers, Southwest District, begins meeting, St. 


Louis; Mo., 1952. 














American Gas Association begins sales conference on industrial and commercial gas, 


Cincinnati, Ohio, 1952. 
, , 





Pennsylvania Electric Association, Meter Committee, begins spring meeting, York, 
Pa., 1952. 





| Pacific Coast Electrical Association, Administrative Services Section, ends 2-day con- 


ference, Los Angeles, Cal., 1952 





Institute of Radio Engineers, Cincinnati Section, begins spring technical conference, 
2. 


Cincinnati, Ohio, 195 





Nashville, Tenn., 


| Illuminating Engineering Society begins southern regional conference, 
1952. 





' Southeastern Electric Exchange begins annual conference, Boca Raton, Fla., 1952. 
| Ohio Independent Telephone Asso. begins annual convention, Columbus, Ohio, 1952. 





Rocky Mountain Electric League ends 3-day spring conference, Denver, Colo., 1952. 





American Gas Association ends 3-day midwest regional gas sales conference, Chicago, 
Til., 1952. 
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“Jet Jobs 
New equipment for the Hell Gate generating station of 





Consolidated Edison Company of New York, Inc. 
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The Importance of the 


Fallbrook Case 


Both houses of Congress are considering legislation ostensibly 

for the relief of farmers living near the Santa Margarita river in 

California. Just how this controversy may affect the interests of 

other people, especially power companies, in every other state 
in the Union is explained in this article. 


By WILLIAM F. ELLIOT* 


Editorial Introduction 
T is quite likely that the average 
utility man outside of California 
has heard little or nothing of the 
anta Margarita river. Yet the fate 
f every utility depending for hydro- 
lectric supply on any navigable 
ream or tributary in the United 
tates may well be influenced by the 
tcome of a case now pending in the 
ederal courts about the water use. 
The Santa Margarita doesn’t 


*For personal note, see “Pages with the 
ditors,.” 
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amount to much, as rivers go. It rises 
near Oak Mount, in the mountainous 
region southeast of Los Angeles, and 
flows generally southwest. The big- 
gest town along its course is Fallbrook, 
a village of less than 1,000 inhabitants. 
Close to the Pacific coast, it rushes 
down the mountainside and empties 
into the Pacific just north of the town 
of Oceanside. 

Small as it is, for that arid region, 
it is a bountiful stream, providing the 
chief source of water for Fallbrook 
and 10,000 to 15,000 farmers. 
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Unfortunately for these people, the 
Federal government has built Camp 
Pendleton, one of its important Ma- 
rine Corps bases, near Oceanside. The 
Marines need water. An agreement 
was therefore reached limiting the 
rights of the town of Fallbrook and 
the near-by farmers to the water. 

Then the U. S. Attorney General’s 
office stepped into the picture. It as- 
serted that the government has the 
right of sovereignty in all the water in 
the Santa Margarita river. The effect 
of the claim is to charge that many of 
the present users thereof are stealing 
their water from the Marine base and 
are thus impairing the defense effort. 


| ype enough, the people of 
southern California generally 
are all worked up about this. Water is 
the thing of all things of which they 
have a shortage during most of the 
year. They have interested their Con- 
gressmen in the implied dangers and a 
lot will be heard of the matter before 
the courts have finally decided it. To- 
day some farseeing easterners are be- 
ginning to see the light. And it is not 
only water that is concerned. All uses 
of river water may be involved—in- 
cluding hydroelectric uses. It’s the 
“Tidelands” Case all over again—ex- 
cept that it involves rivers, instead of 
offshore submerged lands with their 
gas-oil deposits. 

For, if the Federal government can 
assert its sole right to the water in one 
river, regardless of the pre-existing 
rights of those along its banks, it is 
reasonably certain that it can be as 
dictatorial about the water in other 
rivers. If the Federal government has 
the “paramount right” to the con- 
sumptive use of water, for its own 
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projects and establishments, has it noj 
a similar preference due to the bene 
ficial (but nonconsumptive) use, such 
as hydroelectric rights for its own 
government projects—pre-existing 0 
outstanding rights notwithstanding? 

More recently efforts have been 
made in Congress to head off the 
threat of Federal “proprietary” domi- 
nation of all the nation’s rivers, by 
legislation similar in respects to the 
controversial “Tidelands Bill.” This 
bill (HR 5368), based on the Santa 
Margarita Case, would require the 
Federal government to comply with 
state law in claiming water rights. As 
amended in the House of Representa- 
tives Interior Affairs Committee, on 
motion of Representative Bow (Re 
publican, Ohio), this restriction would 
apply to the whole United States—not 
just the limited western areas. 


Author's Text 


6 Baw complexity of the current row 
over California water rights i 
more apparent than real. Indeed, the 
basic issue at stake in all the cases 
which at present are receiving nations 
publicity, is extremely simple: Have 
the water users of California any 
rights which the Federal government 
can be compelled to respect? That i 
the issue at Fallbrook. It is the issu¢ 
in the Ivanhoe Irrigation District con 
tract validation case. Farmers whose 
land is riparian to the San Joaquin 
river are in court over that issue. Be 
hind the growing agitation to have the 
state of California buy back the Cen 
tral Valley project from the United 
States, the same issue is apparent and 
strongly operative. Many more ex 
amples could be added to the list. 
Federal attorneys and agencies 
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THE IMPORTANCE OF THE FALLBROOK CASE 


particularly the Bureau of Reclama- 
tion—have caused considerable con- 
fusion. Even here in the Central val- 
ley of California, which involves elec- 
tric power as well as water, and where 
the issue involves political and eco- 
nomic consequences also, thousands 
8 of good citizens are still taken in by 
‘B the devious arguments and an inter- 
minable legal strategy which, when- 
ever it loses on one point, immediately 
comes up with two new ones. It is not 
remarkable that people in the Mid- 
west and East should be confused, or 
that they should begin to wish that 
Californians—recipients, in the east- 
‘Bern view, of more than generous Fed- 
eral largess — would pipe down for 
awhile, 

But the basic factor is, or should be, 
that California’s water belongs to the 
people of California. The state has 
many laws prescribing how, and under 
what limiting conditions, that water 
shall be used. All Federal agencies are 
Brequired by Federal law to obey the 
laws of California respecting the own- 
ership and use of water. Now, after 
many painful experiences, the people 
Sof California, more especially the irri- 
gation interests, are beginning to 
.@unite in an effort to force compliance 
with the law by Federal agencies. 


ALIFORNIA always has had a clear 
title to its own water, though it 


took the people and legislature of the 
state the seventy-eight years between 
1850 and 1928 to get the fact set down 
in clear legal terms. Too many people, 
nowadays, tend to forget that there 
was no Federal government until the 
original thirteen states consented to 
the establishment of such a govern- 
ment, and that these states gave cer- 
tain defined and limited powers to the 
new Federal government, reserving to 
themselves or to their people all other 
powers. Thus the rights of the states 
were antecedent to, and are more basic 
than, the rights of the United States. 
And, since the United States Constitu- 
tion nowhere makes any grant of 
water rights to the United States, such 
rights, and the power to prescribe the 
conditions of their use, remain vested 
in the states or their people. Accord- 
ingly, the California Supreme Court 
said in 1886: 

The navigable waters and the soils 
under them were not granted to the 
United States by any of the original 
states, but were reserved to the states 
respectively ; and the new states have 
the same right, sovereignty, and juris- 
diction over them as the original states. 


In support of that part of its finding 
as to the right, sovereignty, and juris- 
diction of the new states, the court 
cited the act of Congress which ad- 
mitted California to the Union and 
provides that the state should be “on 


California has heard little or nothing of the Santa Mar- 


q “Ir ts quite likely that the average utility man outside of 


garita river. Yet the fate of every utility depending for 
hydroelectric supply on any navigable stream or tributary in 
the United States may well be influenced by the outcome 
of a case now pending in the Federal courts about the use 
of the water in that river.” 
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an equal footing with the original 
states in all respects whatsoever.” 
Legally, then, it would appear that 
California always owned its water, 
and that its admission to the Union in 
1850 did not impair its title in any 
way. 


N”® did the continuous and bitter 
litigation over water rights that 
lasted until 1928, and even later, im- 
pair California’s title to its water. That 
was an internal affair; it arose from 
the first California legislature’s un- 
critical admiration of the English com- 
mon law, which the legislature de- 
clared should prevail in the state in 
the absence of specific statutory enact- 
ment. That is how California was 
saddled with the doctrine of riparian 
rights which it did not shake off until 
1928, when it became clear that some- 
thing had to give unless California 
water rights were to remain forever in 
a condition of almost complete uncer- 
tainty. 

Stated in its simplest form, the 
English common law doctrine of 
riparian rights holds that the owner of 
land bordering on a natural stream has 
a perpetual right to the flow of that 
stream undiminished in quantity and 
unimpaired in quality. The absurdity 
of attempting to apply that doctrine 
to a semiarid country where irriga- 
tion is indispensable to any extensive 
degree of agricultural development be- 
came apparent to the people of Cali- 
fornia long before the courts perceived 
it. Strictly applied, it would have pre- 
vented all irrigation, for, obviously, 
no one can take water out of a stream 
without impairing the rights of all the 
riparian owners below him. Yet for 
many years the courts, notably in Lux 
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v. Haggin (1886) and Herminghaus 
v. Southern California Edison Co. 
(1926), upheld riparian claims against 
those of appropriators. Thus, an 
anomalous situation was created in 
which the courts went in one direction, 
common experience and practice in an- 
other, and the only thing certain was 
that if anybody tried to irrigate a 
piece of land, somebody else would 
“have the law on him” in short order. 


uT of this situation also arose un- 
limited opportunities for a form 
of action that differed from extortion 
only by having judicial support. An 
example of this was the suit brought 
by the Laguna de Tache Rancho on 
the lower Kings river in 1891 against 
the Fresno Canal & Irrigation Com: 
pany, predecessor of the Fresno Irri 
gation District. The Laguna de Tache 
people claimed riparian rights on th¢ 
Kings for lands surrounding the tow 
of Laton; the canal company, as suc 
cessor in interest to still earlier appro 
priators, was diverting water for the 
beneficial purpose of irrigation some 
fifty miles upstream. The case wa 
settled in 1893 by the canal company’s 
purchase of the Laguna de Tache prop 
erty, amounting to some 86,000 acres 
for $1,100,000. This figures out at: 
little more than $12 an acre, and prob 
ably was a bargain for the canal com 
pany in the long run; but, at the time 
it was widely regarded as hardly bet 
ter than a stick-up, and it did not add 
to the popularity of the riparian doc 
trine in central California. 
Herminghaus v. Southern Cali 
fornia Edison differed from the La 
guna de Tache Case chiefly in the fac! 
that the upstream appropriator wished 
to use water for the development of 
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THE IMPORTANCE OF THE FALLBROOK CASE 





Federal Pressure on California Water Users 


“_.. tis the necessity for compulsion which makes the problem of the 
California water user so difficult, expensive, and uncertain of solution. 
The Federal government applies pressure at every point which seems 
to offer the chance of a break-through. Its resources are limited only 
by those of the taxpayer. Only a sweeping change in the political phi- 
losophy of Washington seems to promise relief from a situation in 
which Californians must fight the executive branch of their own gov- 
ernment to the limit of their ability in order to preserve rights which are 
plainly guaranteed them by the constitutions and laws of both the state 
and the United States.” 





hydroelectric power. The Herming- 
haus heirs owned some 18,000 acres of 
land bordering on the San Joaquin 
river near Mendota in Fresno county. 
They claimed that their right to profit 
by the natural overflow of the river 
was being impaired by the power com- 
pany’s activities on the South Fork of 
the San Joaquin above Huntington 
Lake. They asked for an order re- 
straining the Edison Company from 
completing certain construction, in- 
cluding the Florence Lake tunnel, and 
from storing, diverting, and using for 
the development of power the waters 
of the South Fork. 


‘T= essence of the Herminghaus 

claim was that they were entitled 
to benefit forever from the spring 
overflow of an unregulated river, re- 
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gardless of any general public benefit 
that might accrue from regulation, 
conservation, and power development. 
What is more, they got their injunc- 
tion, and the utility was compelled to 
buy them out in order to complete its 
development program. 

The Herminghaus Case received 
widespread attention, and even people 
who ordinarily would not be sympa- 
thetic toward the sufferings of a pub- 
lic utility company thought they de- 
tected in the court’s decision a strong 
odor of fish. At any rate, two years 
later, in 1928, an amendment to the 
state Constitution was submitted to the 
people and approved by them. This 
amendment (Art XIV, § 3) reads in 
part: 


The right to water or to the use or 
flow of water in or from any natural 
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stream or water course in the state is 
and shall be limited to such water as 
shall be reasonably required for the 
beneficial use to be served, and such 
right does not and shall not extend to 
the waste or unreasonable use or un- 
reasonable method of use or unreason- 
able method of diversion of water. 


That put the riparian owner in sub- 
stantially the same position as the non- 
riparian appropriator ; reasonable and 
beneficial use was made the measure 
of the rights of both classes; but in 
case there might be some doubt re- 
maining on that point, the drafters of 
the amendment went further and said 
specifically : 

Riparian rights in a stream or water 
course attach to, but to no more than, 
so much of the flow thereof as may be 
required or used consistently with 
this section. 


The amendment also lays down 
some broad policy declarations, as fol- 
lows : 


It is hereby declared that . . . the 
general welfare requires that the water 
resources of the state be put to bene- 
ficial use to the fullest extent of which 
they are capable, and that the waste 
or unreasonable use or unreasonable 
method of use be prevented, and that 
the conservation of such water is to be 
exercised with a view to the reason- 
able and beneficial use thereof in the 
interest of the people and for the pub- 
lic welfare. 


HESE declarations having been 

made part of the state’s organic 
law, the next step was to give them 
statutory implementation. It will have 
been noted that the constitutional 
amendment of 1928 cleared the way 
for embodiment in the statutes of the 
California Supreme Court’s declara- 
tion of 1886, that the state’s waters 
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“were not granted to the United States 
... but were reserved to the states re- 
spectively.” Accordingly, we now find 
in the California Water Code (§ 
102): 

All the water in the state is the 
property of the people of the state, but 
the right to the use of water may be 
acquired by appropriation in the man- 
ner provided by law. 


And in § 105: 

. . . the state shall determine in what 

way the water of the state, both sur- 

face and underground, should be de- 
~ for the greatest public bene- 
t. 

In the “Fallbrook Case,” the United 
States is attempting to do two things, 
both of them contrary to the theory of 
California’s constitutional rights that 
has just been outlined: (1) It is as- 
serting that it has “paramount rights” 
to the water of the Santa Margarita 
river in San Diego county; (2) it is 
attempting to enjoin some 14,000 
water users in order to prevent them 
from further exercising rights which 
are based on a long history of appro- 
priation for the beneficial purposes of 
domestic and irrigation use. This mat- 
ter is before the courts, and it would 
be both futile and impertinent to try 
to anticipate their final decision; but, 
in the opinion of half a dozen lawyers 
with whom the writer has discussed 
the case, it may be said with certainty 
that if the Federal government suc- 
ceeds in establishing its claim to para- 
mount rights on the Santa Margarita 
river, it can make a similar claim good 
anywhere, and not a single water right 
in California will be safe. 


eo the declarations of policy and 


statutory provisions discussed 
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above are among the many laws of 
California which Federal agencies are 
required to respect and obey. Section 
8 of the Reclamation Act of 1902, for 
example, is entirely clear on this point ; 
but the policies and intentions of the 
Bureau of Reclamation collide head- 
on with both state law and the agency’s 
obligation to obey it in handling water 
that belongs to the people of Cali- 
fornia. The bureau’s policies and in- 
tentions are best exemplified locally by 
the so-called “9 (e) contracts” which 
the agency has signed with a number 
of irrigation districts for service from 
the Central Valley project. 

This contract gets its name from 
§ 9 (e) of the 1939 Reclamation Proj- 
ects Act. Where the contract is in 
force, the bureau becomes for all prac- 
tical purposes, a utility company; it 
sells water for so much an acre-foot— 
the same water which California law 
declares to be the property of the 
people of the state. It is not a repay- 
ment contract. At the end of a 40- 
year period, the signatory districts 
will have acquired no permanent water 
rights; even the renewal of the con- 
tract at the end of the forty years is 
not guaranteed, but is at the pleasure 
of the Secretary of the Interior. 
Meanwhile, the right to use Cali- 
fornia’s water thus purchased from a 
Federal agency is subject to many limi- 
tations and restrictions which are not 


contemplated by the California Irriga- 
tion Districts Code and, in the view of 
some of the best water lawyers in the 
state, are illegal and unenforceable. 


NE of these, of course, is the 
famous acreage limitation pro- 
vision of the Reclamation Act, gen- 
erally known as the “160-acre law,” 
though apparently the limitation can 
be contracted or expanded almost in- 
definitely as the wish or whim of the 
Secretary of the Interior may direct. 
The original Reclamation Act pro- 
vided that not more than 160 acres 
held in single ownership may be 
furnished with water from a Federal 
project. The chief purpose of the limi- 
tation was to prevent speculation in 
arid public lands at the expense of the 
taxpayer, and few people in California 
or anywhere else have ever quarreled 
with that purpose. Equally few have 
ever objected to the application of the 
limitation to privately owned lands re- 
claimed from aridity by Federal proj- 
ects. 

But the bureau has tried to apply the 
limitation to highly developed lands 
in the Central valley of California, 
lands which are not arid, but merely 
need more water than nature supplies 
them. There is no public land in the 
CVP area, nor is the CVP a reclama- 
tion project; it is a project to furnish 
supplemental water to deficient areas. 


willing to sign contracts that violate both law and Constitu- 


q “IF anyone asks why irrigation districts are apparently so 


tion and also impair by administrative decision and action 
the powers granted them by the state, the answer is simple: 
The districts which have signed such contracts were not 
willing, in all respects, and some of them signed only after a 
long struggle.” 
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That was the clearly understood pur- 
pose of the State Water Plan which 
later became the Central Valley proj- 
ect; and the CVP was turned over to 
the Bureau of Reclamation on that 
basis. Yet, the history of the project 
ever since 1935 has been one of con- 
sistent and continual effort by the 
bureau to substitute its own admin- 
istrative decisions for state law and to 
establish by contractual arrangements 
and administrative action complete 
control of the water diverted and dis- 
tributed by the CVP. 


HE 9 (e) contract is now before 
the superior court of Tulare 
county in the Ivanhoe Irrigation Dis- 
trict validation case. The district is 
asking the court to approve the con- 
tract. One Courtney McCracken, an 
“excess” landowner within the dis- 
trict, is contending that it should be 
found invalid. McCracken’s attorney 
is Harry Horton of El Centro; by gen- 
eral consensus one of the ablest water 
lawyers in California and also at- 
torney for the large and powerful Im- 
perial Irrigation District. Horton 
contends in his original brief that the 
contract is unconstitutional, illegal, 
and unenforceable on more than sev- 
enty counts, supporting his arguments 
with a truly impressive array of cita- 
tions from state and Federal court de- 
cisions. Whatever the outcome of this 
litigation, the Ivanhoe Case has a good 
chance of becoming a landmark of the 
first importance in the vexed and com- 
plex history of California water 
rights. 
The land limitation feature of the 
9 (e) contract is only one of many 
against which serious legal objections 
are being raised. A number of the 


others have to do with the restrictions 
this contract imposes upon the lawful 
operation of irrigation districts. A 
California irrigation district is a politi- 
cal subdivision of the state whose offi- 
cers are elected by popular vote. Such 
a district holds and administers the 
water rights of the irrigators as a 
trustee. It appears to be sound doc- 
trine that the directors of an irrigation 
district violate their trusteeship if they 
sign a contract that impairs any indi- 
vidual water rights. 

In California, water rights are ap- 
purtenant to the land on which the 
water is lawfully used for a beneficial 
purpose. Water users within an irri- 
gation district pay annual assessments 
based on both land values and acreage, 
and the law provides that an irrigation 
district shall furnish available water 
to its taxpayers in proportion to their 
assessments. Thus if a farmer in the 
Fresno Irrigation District, for ex- 
ample, owns and farms 500 acres and 
pays district taxes on these 500 acres, 
the district is bound by California law 
to supply him with water for the whole 
parcel, not merely for some fraction 
thereof that has been determined by 
the Secretary of the Interior to be the 
maximum acreage it is socially desir- 
able for one man to farm. 


\ 7 aT can happen when an irriga- 
tion district attempts to impose 


acreage limitation upon one of its tax- 
payers has not been entirely a matter 
of speculation since November 23, 
1951. On that date, Superior Judge 
Arthur C. Shepard of Fresno issued 
an opinion and order in a Madera 
county case which deserves far more 
attention than it has received. In this 
action Philip Albonico et ux went to 
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California’s Title to Its Own Water 


‘ p Pagers always has had a clear title to its own water, though 

it took the people and legislature of the state the seventy-eight 
years between 1850 and 1928 to get the fact set down in clear legal 
terms. Too many people, nowadays, tend to forget that there was no 
Federal government until the original thirteen states consented to the 
establishment of such a government, and that these states gave certain 
defined and limited powers to the new Federal government, reserving 

to themselves or to their people all other powers.” 





court asking to be excluded from the 
Madera Irrigation District on the 
grounds that they own and farm 1,- 
259 acres of land, but that the irriga- 
tion district, having signed a contract 
with the Bureau of Reclamation con- 
taining an excess land provision, has 
refused to furnish them with water 
for more than 320 acres. 

The petitioners stated further that 
in order to obtain water for the re- 
maining 939 acres of their land, they 
must agree to sell this excess land 
within ten years at a price fixed by an 
arbitrary method of appraisal and sub- 
ject to final approval by the Secretary 
of the Interior. Thus, petitioners con- 
tended, their so-called excess land 
could not be benefited by the opera- 
tions of the district under its contract 
with the Bureau of Reclamation; but 
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it was shown in court that the district 
had denied their original petition for 
exclusion of the 939 acres on this 
ground. 


8 Baw is reason to suppose that 
Judge Shepard saw in this case an 
opportunity to get the controversial ex- 
cess land provision of the 9 (e) con- 
tract started on its way toward final 
judicial determination. He denied the 
petitioners’ plea for exclusion on the 
ground that the provision is unconsti- 
tutional, illegal, and unenforceable; 
that, therefore, the Madera Irrigation 
District must furnish the Albonicos 
with “their fair division of the water 
belonging to the district,” including 
the 939 acres sought to be excluded; 
but taking care to say that “if the 160- 
acre limitation were to be held valid 
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and actually applied, then, of course, 
by all the rules of fair conduct and de- 
cent, honest treatment, which are, and 
must be the basis of all law governing 
a free people, petitioners should be en- 
titled to exclusion.” 


HE basis of Judge Shepard’s 
order is the opinion that the ex- 
cess land provision in these contracts 
violates constitutional guaranties of 
due process, both state and Federal. 
The court, however, went further and 
paid its respects to the current “lib- 
eral” philosophy in which “human 
rights” are set above mere property 
rights, pointing out that “all matters 
by which man’s life is sustained and 
his enjoyment of life is perpetuated 
are the subject of property ownership 
and vested rights . . . If it is constitu- 
tional to take or damage without just 
compensation the land that a man has 
owned and improved. . . then it is just 
as constitutional to take without just 
compensation the bread, meat, and 
potatoes that a man has earned and 
lawfully possessed himself of to feed 
himself and his family.” 
And, after a brief historical review 
of seizures of property by despotic 
governments, the court observed : 


A good share of those seizures have 
been in the name of “public good” or 
“national welfare.” Most of them have 
been by professed “do-gooders” whose 
visions of Utopia blind them to the 
rough and rugged path of reality 
which must be trod to reach even the 
fringes of their dream world. It is the 
old story of the impatient demagogue 
who will not discipline himself within 
due bounds, and who shrugs his 
shoulders at the broken principles and 
distorted views and the misery caused 
by his blunderings, and says, in order 


to excuse himself, “the end justifies 
the means.” 


_ Shepard’s opinion deserves 

to be quoted at greater length, for 
while he says that he has considered 
only one question—the validity of the 
contract provision respecting excess 
acreage—he actually has summed up 
with clarity and force what is coming 
to be the almost unanimous opinion of 
California water users. These water 
users have concluded that they badly 
need protection against the “impatient 
demagogue” who is attempting to 
establish domination over them in de- 
fiance of both constitutional guaran- 
ties and the California irrigation laws 
which have been undergoing test and 
revision since 1887, when the state 
legislature first undertook to provide 
for the creation of irrigation districts ; 
and they are beginning to perceive that 
the courts alone are able to give them 
such protection. 

If anyone asks why irrigation dis- 
tricts are apparently so willing to sign 
contracts that violate both law and 
Constitution and also impair by ad- 
ministrative decision and action the 
powers granted them by the state, the 
answer is simple: The districts which 
have signed such contracts were not 
willing, in all respects, and some of 
them signed only after a long struggle. 
But every district which has signed a 
CVP contract was in desperate need 
of water, and, in each case, the water 
users were presented by the Bureau of 
Reclamation with an “or else”: Sign 
this contract or get no water. Hind- 
sight now enables many of them to see 
that if they had organized and stood 
against the 9 (e) contract, the bureau 
would have had to choose between giv- 
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ing them a better deal and finding 
itself with no customers for the bene- 
fits of a project which has cost the tax- 
payers something like $600,000,000; 
but hindsight is notoriously sharper 
than foresight ; besides, when most of 
these contracts were signed, the direc- 
tors of the signatory districts had not 
yet learned by experience to discount 
their old-fashioned faith in the be- 
nignity and integrity of the Federal 
government. 


 Pprrres irrigation districts 
+4 which have both water rights 
and distribution systems are in a dif- 
ferent position and always have 
known it; no such district has yielded 
to either the promises or threats of the 
bureau. The thirty-one districts and 
mutual water companies on the Kings 
river are an outstanding example of 
this intransigence. These agencies 
have good water rights and a distribu- 
tion system which cost more than $70,- 
000,000, and is all paid for. They 
want nothing from the CVP and they 
have neither water nor money to give 
away. Consequently, acting through 
the Kings River Water Association, 
these agencies have rejected in totality, 
two tricky contracts offered by the 
bureau, contracts which would have 
obligated them to place their water 
rights and systems of local administra- 
tion in the hands of the Secretary of 
the Interior, as well as to pay $14,- 
250,000, or more, for the rather un- 
certain irrigation benefits that will ac- 
crue from the completed Pine Flat 
flood-control project. 

In the case of the Kings river, how- 
ever, the bureau has no club to hold 
over the heads of the water users. It 


has tried several times to get by con- 
gressional action the control of the 
river it desires, but only one such bill 
has actually been introduced, and it 
perished in the House Subcommittee 
on Irrigation and Reclamation. Now, 
the Kings river people are in a much 
stronger position than before by 
reason of the newly formed Kings 
River Conservation District which 
was ratified by the voters of the area 
in a referendum election held Decem- 
ber 18, 1951. This district is a politi- 
cal subdivision of the state and a pub- 
lic corporation. It embraces the entire 
Kings river service area of 1,100,000 
acres, and it has broad powers. 


H™ we come back to the point of 
beginning. It was stated in the 
first paragraph of this paper that the 
issue in California is whether the 
water users of the state have any 
rights the Federal government can be 
compelled to respect. “Compelled” is 
the key word; it is the necessity for 
compulsion which makes the problem 
of the California water user so diffi- 
cult, expensive, and uncertain of solu- 
tion. 

The Federal government applies 
pressure at every point which seems to 
offer the chance of a break-through. 
Its resources are limited only by those 
of the taxpayer. Only a sweeping 
change in the political philosophy of 
Washington seems to promise relief 
from a situation in which Californians 
must fight the executive branch of 
their own government to the limit of 
their ability in order to preserve rights 
which are plainly guaranteed them by 
the constitutions and laws of both the 
state and the United States. 
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Mobilizing Utility Employees 


Private Enterprise 


Nearly a year ago, a column appeared in Contact, employees’ magazine 
of the New England Electric System, under the strange title “Ndrodni 
Podnik.” It was a forceful statement by a foreign-born company em- 
ployee, who explained from personal knowledge that these were the 
Russian words for “national ownership,” and what that means to the 
workers. Attracting widespread attention, this message was the out- 
growth of a program used by this utility organization to let the employees 
tell their own story (of the advantages of the enterprise system) to each 
other and to the public. 


By O. VAN RYE* 
PERSONNEL ADMINISTRATION COUNSEL, NEW ENGLAND POWER 
SERVICE COMPANY 


' , 7 © believe that the fight for the 
survival of our companies 
will be won or lost by the 
votes of the people in the communities 
we serve. Whether or not these people 
will prefer to be served by their exist- 
ing business-managed companies will 
depend on whether we are whole- 
heartedly joined in this fight by our 
employees. 

From our experience we have 
learned that our employees have more 
political know-how than most mem- 
bers of management, and their local 





*For additional personal note, see “Pages 
with the Editors.” 


political influence in the communities 
in which they live is extensive. If you 
add to this each employee’s relatives, 
friends, and neighbors who will vote 
with him on issues where his personal 
welfare is at stake, you have a force 
which will make a politician decide he 
had better find another whipping boy. 

If our employees ask themselves, 
“Would I rather work for my com- 
pany than a public power authority ?” 
there must be no doubt in his mind. 
And there cannot be doubt if he has 
demonstrated to him true democracy 
in action on his job. All of the printed 
material, the advertising, the radio 
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talks about free enterprise and human 
dignity leave him cold, unless we 
prove to him what these terms mean 
by our everyday actions. Every day 
as distinguished from only the days 
when we need his help. 


Si employee wants to know how 
it wil! affect him and his family. 
Is Socialism a threat or does it mean 
free medical care and the prevention 
of what was suffered through the last 
depression? The scar tissue of the last 
depression still remains as a reminder 
of what can happen under the present 
system. The term “free enterprise,” 
therefore, does not call for three 
cheers and waving the flag. Nor does 
the term “Socialism” scare him. In- 
stead he asks, “Is that good or is it 
bad for me and my family?” He cer- 
tainly is not thinking in terms of sav- 
ing the free enterprise system and 
won’t think about it until you show 
him what it means in terms of his 
own welfare. 

In those companies which have un- 
ions, his trust in matters affecting his 
own welfare may be in union leaders. 
He listens when they say that nation- 
alization of our industry is a threat 
to collective bargaining, particularly 
when he has an actual example in 
what is happening in England today. 
And, in his mind a threat to collective 
bargaining is a threat to his pay enve- 
lope and his security. He is also very 
much aware that jobs are insecure 
when politically controlled. 

His judgment of the present system 
will be in the exact ratio of how he, 
as an individual, fares under it. When 
he hears or reads about such terms as 
individual recognition, freedom, and 
human dignity, he interprets them in 
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accordance with his own experience. 
That is, tf he hears or reads about 
them. 

The average worker does not read 
articles which describe the ideological 
advantages or disadvantages of sys- 
tems, particularly if the message is 
said in more than a few hundred words 
and in language not clear to him. 


yoann management, according 
to Fortune magazine, is spending 
over $100,000,000 annually in an at- 
tempt to communicate with the work- 
ers and the public. Fortune’s conclu- 
sions were that it was mostly wasted 
because there must first exist an at- 
mosphere of trust and confidence. 
Without this it is like sowing seeds on 
barren ground. 

The companies of the New Eng- 
land Electric System, during the past 
six years, have made an intensive ef- 
fort to establish such an atmosphere 
with all the means and methods that 
are available under a modern person- 
nel administration program. The em- 
ployees are represented by three ma- 
jor unions. The first company was or- 
ganized in 1934 and our union rela- 
tions have been consistently good since 
that time. 

The first proof of this was given in 
1949 when under an antagonistic 
state administration a great number 
of adverse legislative bills were pre- 
sented in the Massachusetts legisla- 
ture. There were seven bills to inves- 
tigate electric and gas companies. Al- 
so, bills for a gross receipts tax; for 
development of the waterways; for 
the establishment of a state power au- 
thority to acquire property by eminent 
domain ; to construct projects and sell 
power ; to issue revenue bonds and to 
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Do wages go up? 


_ rates go down? 


Does service improve?) 






LEARN HOW GOVERNMENT 


OWNERSHIP K2a4 WORKS 
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make contracts with other states and 
the Federal government. 

There were two bills to make it pos- 
sible for a municipality to take over 
a private utility company by a ma- 
jority vote in one year as against the 
present provision of a two-thirds vote 
in each of two years. 

At approximately the same time, 
the Federal power proponents opened 
a propaganda barrage designed to 
make New England the next location 
for a valley authority. 


7 the medium of employee 
meetings, with union participa- 
tion, we told the facts and also issued 
a pamphlet entitled “Here Are Your 
Answers.” The contents of the latter 
were in question-and-answer form, 
and although it was issued primarily 
for employees, the demand for copies 
has forced us into a sixth printing to- 
taling 90,000 copies. (See box inset 
from Contact, page 480.) 

The leaders of the union locals rep- 
resenting our employees were given 
the facts and were kept informed on 
developments. 

The results can best be stated in the 
words of the Speaker of the Massa- 
chusetts House of Representatives: 
“This legislation was defeated by 30,- 
000 lobbyists consisting of utility em- 
ployees and their friends.” 

One state representative said that 
in all his experience he had never seen 
anything like it. Employees telephoned, 
telegraphed, and made personal calls 
at the homes of representatives during 
week ends. State representatives usu- 
ally receive an average of five letters 
per day. They now received 900 let- 
ters, and the usual mail boxes which 
were used had to be abandoned. 
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There is no doubt on the part of 
the leaders of our unions about the 
fact that only in capitalist nations do 
workers have the right and the power 
to bargain on an equal basis with em- 
ployers for shorter hours, higher 
wages, and anything else they desire. 
It is obvious to them that these rights 
can never exist where the employer is 
the state. The International Brother- 
hood of Electrical Workers has al- 
ready had a sample of this in its 
attempts to bargain with government 
power agencies. 


9 union leader, in combating the 
municipal bills, simply gave his 
local the wage rates and fringe bene- 
fits of some municipal utilities. One of 
the international unions sent the fol- 
lowing letter to all locals: 


There are two bills being presented 
at the state house which would ad- 
versely affect the best interests of our 
members working in the utility indus- 
try. These two bills are as follows: 

House Bill 283 

This bill would levy a tax of 2 per 
cent on the gross receipts of any utility 
company in the Commonwealth of 
Massachusetts. This tax would in- 
volve large sums of money which 
would be paid out by the utility com- 
panies, thereby having an adverse 
effect in contract negotiations for 
higher wages, better conditions of em- 
ployment, etc. A 2 per cent levy would 
be the equivalent of six cents to eight 
cents per hour general increase. 

Senate Bill 390 

This bill would permit any city or 
town to take over a public utility by a 
majority vote of the residents present 
in a meeting called for such purpose 
by the council. No waiting period is 
required and no referendum is neces- 
sary. This would mean (1) easily ob- 
tained municipal ownership; (2) 
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Narodni Podnik 


(The following statement by Alexander A. Vervaert is reprinted from CONTACT 
magazine, May, 1951) 


a 9,04: are a nation made up of individuals, each to tts own extent adventuresome, 
pcg comfort-loving, and sharing the common belief in the dignity 
of his fellow man. As such we earn our living and better our standards through a 
great American tradition, free enterprise. 

American way provides for free ie and free enterprise provides for 
the highest standard of living any people has ever enjoyed. Yet today, incredible as it 
may seem, some factions are waging a veritable ‘cold war against the American way. 

“NAropni Popnik. This is a sign of the times. It is the sign of our decade and 
possibly of future civilizations. NAropNi Popntx is the sign that today im some Euro- 
pean and Asiatic countries identifies nine out of 10 shops, services, and businesses, 
NAropni Popnik is the sign that replaces the owner's name over the door. 

“NAropNni Popntx is a threat. It is a threat to Brown’s Variety Store. It is a threat 
to McQuade’s Clothing Store. It is a threat to the Boston & Maine Railroad. It is a 
threat to the New England Electric System. It’s very unlikely that the sign over our 
door would read in the Russian, but be assured that the English translation would 
mean the same, for NAropni Popnik means ‘National Ownership. 

“In Czechoslovakia today, gone is the pride of the little shopkeeper. Gone is the 
better mousetrap maker. Gone is the pride of ownership and the quality product. Gone 
ts the corporation made up of the savings of little stockholders. 

“Of course we find comfort in that we don’t approve of Czechoslovakia. We frown 
on Czechoslovakia. Yet national ownership was forced on that country while national 
ownership is finding ready and willing sympathy in America. 

“The biggest delusion we have is that we can nationalize up to a certain point and 
then stop. But national ownership is the result of Socialism whether it be the Nazi, 
Russian, British, or Washington-on-the-Potomac brand of Socialism. The difference 
is in the approach. The ends are the same. 

“Socialism is the control of your economy and this is the first step toward the abso- 
lute control of your life. 

“Among socialist measures introduced in the past few years, we can recognize efforts 
to socialize medicine, the levying of punitive taxes, the leveling of incomes, the holding 
of ‘Star Chamber’ hearings, the growth of an inflationary public debt, and the pervert- 
ing of our elective government to a government by bureaus and directives. 

“Yet, this is not the work of the Socialists or Communists. We who on one hand 
vote against Socialism have allowed it to creep into our economy through our accept- 
ance of the handout state. We have approved of the economic planners. 

“Instead of fighting Socialism as an all-out war, we’ve merely engaged it in petty 
skirmishes. When public utilities were first attacked, the doctors were unconcerned 
because socialized medicine was not yet a threat to their profession. While chain stores 
were being investigated, the small businessman thought his boom was due. While pub- 
lic utilities are on the griddle, preachers and teachers can’t see any threat to their 
right to teach or preach. 

“We can find no solace in feeling that Socialism will never be. Even Hitler couldn't, 
through armed might, force his brand of Socialism on Great Britain, yet a few months 
= total defeat that country was turned over to the S ocialists, lock, stock, and 

arrel. 

“The sign has been made up and is ready to hang at our door. NAropni Popnix és 
facing the public utilities, its greatest foe. Yet, by default, the utilities may well be- 
come its greatest victory.” 
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municipal wage scales for all em- 
ployees; (3) interference with free 
collective bargaining. 


SF Bence efforts on the part of un- 
ions have been criticized as being 
motivated by material interest only, 
meaning that the matter of ideology 
and preserving the American system 
is not a factor. Even if this is true, the 
answer should be, “So what?” So- 
cialism has made the advance it has 
by exactly the same methods. A little 
at a time by means of appealing to 
selfish interests of minority groups. 
The opposition of labor has proved 
to be, however, an effective expedient 
in slowing down the march of the 
bureaucrats and will, if we will only 
take advantage of it, give us a breath- 
ing spell to tell the complete story of 
swapping false security for individual 
freedom and human dignity. 

In searching for a continuous 
method for keeping employees in- 
formed on developments and also to 
tell them the facts about encroaching 
Socialism without resorting to lengthy 
reading material, we are using month- 
ly 2-color 14” x 20” posters designed 
for getting over one idea at a time. 
The subject treated visually on the 
poster is also discussed in a short 
column appearing each month on the 
inside cover of the employees’ maga- 
zine. The column supplements the 
poster, and even if the column is not 
read, the message on the poster gets 
the idea across. 

For example, in order to get every 
employee to know that in each city, 
town, or community in which he works 
and lives, his company is the largest 
taxpayer (in a few localities, the sec- 
ond or third), the actual canceled 


481 


check for the local taxes was photo- 
graphed and mounted on the poster 
with the simple statement that the 
company was the largest taxpayer and 
that government power did not pay 
local taxes. 

A poster on “High Prices Come 
from Hidden Taxes” caused much 
discussion and was found to be 
marked in pencil in many cases where 
employees had corrected upward the 
prices shown on the poster. 


W: have found that employees can 
write very forcefully on the sub- 
ject of Socialism and are particularly 
aware that the threat of government 
power is a threat to collective bargain- 
ing. 

For example, on our poster for 
September, Ray McGrory, first-class 
lineman, says: 

... And what about unions? Where 
do they fit under government control? 
Not as representatives, not as bar- 
gaining agents for employees. Under 
government ownership labor loses 
most of its rights and many of its 
gains. That’s why the unions join 
management in fighting the socializa- 
tion of tax-paying utilities. 


Here is a statement from one em- 
ployee to another which we believe is 
much more effective than if it ap- 
peared editorially or in lengthy dis- 
course on what has happened to collec- 
tive bargaining in England. 

We believe that in addition to the 
fact that statements from employees, 
in some cases officers in their local 
unions, with their pictures on the post- 
ers, not only attract attention, but 
their statements can be more forceful. 
There is also no likelihood that they 
can be labeled company propaganda. 
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What does this mean to your country? 


“Narodni Podnik” is the Russian for “National Ownership”. it means 
Socialism — Socialism that would control your country’s economy and 
would be the first step toward absolute control of your life. 


What does this mean to your company? 


Narodni Podnik means a direct threat to all free enterprise — and 
right now it is facing your company — for the public utilities are its 
greatest foes. They may yet become its greatest victory. 






What does this mean to you? 


Narodni Podnik means an end to personal independence, to pride of 

craftsmanship and the quality product, to the free corporations made - 

up of the savings of little stockholders. It means an end to our high on Cham A, Weeen, came 

standard of living, to our American wey of life, to our recognition of a See 

the dignity of our fellow men. It means an end to our Freedom. jy yeep yn 
Club in Lowell. BE SURE AND READ HIS 
ARTICLE IN THE MAY ISSUE OF CONTACT. 


SOCIALISM -A BIT ATA TIME 1$/57/// SOCIALISM. 
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’ I ‘HROUGH our employee Sugges- 
tion Plan and from participants 


in the classes in effective speaking, 
which are part of our employee educa- 
tional program, we are receiving sug- 
gestions and drawings. 

Employees in the effective speaking 
classes and in other employee organi- 
zations are voluntarily choosing the 
subject of encroaching Socialism for 
their talks and debates. The column 
“Narodni Podnik” was written by an 
employee and based on a talk he gave 
to an employees’ club. When he says 
“Tt is a threat to Brown’s Variety 
Store. It is a threat to McQuade’s 
Clothing Store,” he is referring to two 
actual stores across the street from the 
company offices. He is talking in terms 
that all his listeners understand. His 
delivery of this forceful and dramatic 
talk was so excellent that it was later 
recorded and used throughout the sys- 
tem. Through this there arose a de- 
mand for him as a speaker before 
other organizations. He prefaces this 
talk by telling the audience that he is 
the son of Belgian immigrants, that 
he worked as a wool comber in the 
woolen mills and now is employed by 
the electric company as a salesman. 


N order to make that much used and 

abused phase, “You Are the Com- 
pany,” actually mean something, all 
system employees who come in con- 
tact with the public are receiving on- 
the-job training. This training is of 
the conference type, and although the 
primary purpose is to teach the value 
of courtesy and friendliness to both 
the company and the employee as an 
individual, it has also turned out to be 
the only medium through which we 


have obtained two-way communica- 
tion with the rank and file. 

We used unsigned forms to over- 
come their fear of “sticking their neck 
out.” They soon, however, became con- 
vinced of management’s sincerity in 
seeking the advice of those who know, 
by actual contact with customers, what 
improvements can be made. When- 
ever possible, changes suggested are 
put into effect even before completion 
of the training period, and all sugges- 
tions submitted by the group to man- 
agement are answered. After comple- 
tion, the participants are asked to 
write their opinion of the course itself 
and some of the training methods have 
been changed accordingly. Their 
opinions of the need for this training 
are almost unanimous. It has proved 
to be a practical means of gaining that 
much-desired objective in employee 
relations: a feeling of belonging and 
job satisfaction. One employee ex- 
pressed it this way : “The company for 
the first time has shown to me that it 
considers my job and public relations 
important enough to train me.. .” 


ha listening to our employees, it is 
apparent that they are willing to 
join in this fight. They feel strongly, 
however, that the utility companies are 
not fighting hard enough. Time and 
time again they mention the published 
attacks on our industry which go un- 
answered. Note the concluding words 
in the column written by Alexander 
Vervaert : “The sign has been made up 
and is ready to hang at our door. Na- 
rodni Podnik is facing the public utili- 
ties, its greatest foe. Yet, by default, 
the utilities may well become its great- 
est victory.” 
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Moving the Masses of 
‘Tomorrow 


Part II. Transit’s Future—Whose Responsibility? 


What practical steps can be taken to assure and protect our 

great American cities from the loss of their one unexpendable 

and inseparable asset—economical and efficient mass trans- 
portation? 


By GEORGE W. KEITH* 


ROM what has been discussed so 
kK far, it seems the downtown mer- 

chant has a bigger financial stake 
in good transit than almost anybody 
else. But, according to Colonel Bing- 
ham, this same merchant has en- 
couraged measures to draw traffic into 
town, opposed shunting through 
traffic around his city, and has fought 
parking restrictions. 

The huge stores existed before the 
advent of the private car, and only be- 
cause of transit. Without the private 
car they could continue. Without 
transit, it seems from the evidence, 
they could not. 

According to ATA the average load 
of private cars is 1.8 persons on city 
streets. After it moves this small load 
downtown, it stays there as a general 
rule, either parked on a lot or in a 
private space. More often it is parked 
on the street, five to eight hours, ob- 





*Professional writer, Cincinnati, Ohio. 
APR. 10, 1952 





484 


structing traffic and drawing interest 
on 35 square feet of some of the most 
valuable real estate in the nation. A 
bus, using very little more space, car- 
ries, at peak, sixty-six persons. Dis- 
charging its passengers, the bus dis- 
appears from the downtown area in 
pursuing its regular run. 

What would happen to the more 
than 30 private cars needed to handle 
this load, if transit as a whole dis- 
appeared? With downtown parking 
already at a premium, where would the 
space come from to bear the added 
load? How about the office and store 
employees who arrive early? How 
about the store’s patrons who arrive 
later? Transit is not expendable! 

Smart men who control our depart- 
ment and other stores do not have to 
be told this. They recognize the situa- 
tion and its potentialities. But are they 
content to let things slide, as one dis- 
interested person told this reporter? 
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Is the answer to be found simply in 
opening branches in the suburbs, and 
marking down their central property 
values, as they would so much counter 
merchandise? Civic responsibility is 
not expendable! 


| gees A. MITCHELL, prominent 
Harrisburg, Pennsylvania, engi- 
neer, and former chief of Philadel- 
phia’s traffic bureau, asked “.. . are 
we going to do anything about it?” 
That was four years ago. 

Today, he tells this reporter that 
“theoretically . . . public transit is the 
only solution, but from a practical 
standpoint, I doubt whether it will 
ever be popular.... Auto manu- 
facturers, gasoline and tire auto clubs, 
many civic organizations, and many 
national organizations, have, and are 
continuing to work for more and bet- 
ter highways, additional parking 
facilities, etc. The transit industry 
has no such imposing list of support- 
ers.” 

All they are trying to make under- 
stood is the real crying need of public 
interest itself in the future. But para- 
doxically that has no high-price lobby. 
Nobody seems to care much. “No 
wonder,” Mitchell concluded, “‘munici- 
pal, state, and national officials favor 
the motorist . . . it has been, and still 
is, the popular thing to do.” 

Do all these people have to be re- 
minded of what is happening in our 
great cities, where, Mitchell claims, 
“tens of millions of dollars’ loss in 
central district real estate values” is 
occurring? 

Realizing I was tilting at windmills, 
this reporter queried a number of 
prominent people as to whether they 
believed transit should move over 
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single, one-way lanes during rush 
hours; a simple, costless procedure, 
filled with great rewards for both pub- 
lic and private traffic. 

Mitchell replied, “If you mean 
busses, I say, yes, if it is the lane ad- 
jacent to the curb, and stopping all 
other vehicles is rigidly enforced.” 
That is what I mean. More about this 
later. 

Powell Groner answered, “Your 
suggestion . . . is certainly an appeal- 
ing one, and one to which I fully sub- 
scribe, but I am afraid it is almost too 
Utopian in its concept to receive the 
assent of public authorities, in the face 
of the shrill screams of protest which 
would arise from the many thousands 
of motorists in each community... . 
The average public official is only 
human . . . because his retention in 
office depends upon votes. ...” 


er parking by private cars is ob- 
viously the main if not the sole 
obstacle to an exclusive transit lane. 
Elimination of curb parking would 
aid traffic movement generally, pre- 
vent many accidents to pedestrians, in- 
cluding many small children, whose 
last official recognition on this earth is 
that tragic but so familiar police re- 
port at the coroner’s inquest : “Victim 
walked into the traffic stream from be- 
tween parked cars which obstructed 
the view of the driver, etc.” 

Said Everett Kincaid, Chicago 
planning consultant, recently, “The 
pedestrian should be given prime con- 
sideration ; he or she is shopping, going 
to the bank, the doctor, or to an office 
—not the auto! 

“Sidewalks (which in some in- 
stances have been reduced to mere cat- 
walks in widening streets) should be 
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wider, and roadways used only for es- 
sential traffic movement, and not for 
dead storage. 

“Such a proposal,” he realized, “in 
many communities would be vigorous- 
ly opposed, but in Chicago, and a few 
other larger cities, prohibition of curb 
parking was forced because the streets 
were choked to the point of suffoca- 
tion. Now it would be impossible to 
get any real support from the down- 
town merchants to again permit curb 
parking.” 

A New York engineer, R. Gilman 
Smith, had the courage to say, “The 
general public will have to be educated 
. . . that ownership of an auto does 
not... give... the right to... un- 
restricted driving . . . on any and all 
streets at any and all times. . . . Exist- 
ing street capacities in business areas 
should be the starting point for. . 
revision of traffic . . . controls, so that 
vehicular traffic... will be (for) 
vehicles which make the most efficient 
use of the limited space.” Which 
means busses and streetcars, generally, 
but mostly busses. 


HE Chamber of Commerce of the 
United States told its members 
on the subject, “it won’t matter much 
what else is done to make traffic flow 
more safely and smoothly, unless, at 
the same time, action is taken to con- 
trol curb parking and to provide ample 
off-street facilities.” 
A frontage of 60 feet can park the 
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cars of but three customers, the 
chamber spokesman said, and rare is 
the downtown business which could 
exist on the patronage of near-by 
parkers alone. 

“You can’t solve the traffic problem 
with a good 5-cent parking meter,” 
City Planner Leslie Williams, of New 
York, has observed. “It is amazing 
how much latent traffic capacity is in 
our so-called outmoded horse-and- 
buggy arteries, when the traffic stream 
is cleaned of curb corrosion.” 

The same idea was advanced by a 
Western Union motor messenger with 
whom I rode while studying down- 
town traffic. No crackpot, he; no old 
fogey ; a young man, in spite of twenty 
years on the job, for reasons of health. 
He is not only a home owner, but 
owns several other valuable pieces of 
real estate. 

“Parking meters downtown are all 
wrong,” he said, unasked. “Nobody 
should be allowed down here except 
on business. Stickers for windshields, 
issued to drivers who must do business 
downtown would be the thing.” A 
dreamer, possibly; maybe a prophet! 
At the present time it seems hardly 
realistic to expect really repressive 
municipal action (against private auto- 
mobile parking or movement) from 
city officials who hold office by virtue 
of an electorate which either drives or 
wants to, as soon as possible. Such 
drastic action would be quickly 
labeled “dictatorship,” but the alterna- 


the sole obstacle to an exclusive transit lane. Elimination 
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MOVING THE MASSES OF TOMORROW 


tive may eventually make its justifica- 
tion self-evident. Must the very 
multiplicity of the automobile destroy 
its own usefulness before the owners 
wake up to what is happening ?” 


EARLS of wisdom from widely 

diverse sources are traded for a 
popular mess of meter pottage, as we 
see more meters in every conceivable 
spot, where there should be glaring 
“Positively NO PARKING!” signs. 

As long ago as 1940 Harland Bar- 
tholomew declared, as a St. Louis city 
planner, “The cost of necessary cor- 
rections in the street systems and the 
improvement of public transit facili- 
ties will be infinitely less than the tre- 
mendous cost and waste of uncon- 
trolled decentralization.” 

He might just as well have been 
hollering into a rain barrel. For, to- 
day, in all quarters we see large build- 
ings being torn down in the very hearts 


*A rather amusing comment came from 
Francis X. Welch, managing editor of PUBLIC 
Utiiities ForTNIGHTLY, when he was asked 
about the possibility of reforming city traffic 
abuse. “I happened to make a short visit to 
prewar Germany, in 1938, when Hitler was at 
the peak of his power,” said Welch. “I was 
astonished at the absence of rush or conges- 
tion in several large cities with ancient, narrow, 
cobbled streets. Transit cars were packed, but 
there were few private automobiles downtown. 
The explanation was typically totalitarian. 
Not only were private automobiles forbidden 
to park, they were even forbidden to enter 
certain central precincts, during business 
hours, Special stickers were issued to public 
officials, doctors, cabs, etc. All other cars 
stayed out. Their owners used transit. Of 
course, in a democracy such as ours—with our 
traditional devotion to that great American 
institution: The Family Car—such police regi- 
mentation would be unthinkable! We Ameri- 
cans demand, and get, our freedom of un- 
restrained obstruction! Our individual liberty 
of movement is practiced and enjoyed so wide- 
ly—that, for hours at a time each day, we can 
hardly move at all. As Madam Roland put it, 
you can even commit crimes in the name of 
liberty.” 
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of cities to make room for parking 
lots—lots which, at critical hours, are 
almost impossible to approach or 
leave. Front footage, for which mer- 
chants should be bidding against each 
other to display their wares, now get 
their fishy eyes, because leisurely 
pedestrianism downtown has given 
way to frantic horn-blowing, screech- 
ing brakes, and frazzled nerves! 

It should not have been necessary 
for the U. S. Chamber of Commerce 
to admonish, in 1948, “Merchants, 
men in industry, bankers, doctors, law- 
yers, and men in other businesses often 
do not realize the big stake they have 
in civic problems such as traffic.” 

Edward Dana, general manager of 
Boston’s Transit Authority, said 
much the same thing when he advo- 
cated collective bargaining of all the 
interests, sitting around a table to face 
the problem of saving our cities. 
Library shelves, he said, are filled with 
“super-duper” discarded plans, de- 
signed solely on an engineering basis. 

The Greater Cincinnati Safety 
Council, made up of representatives 
of business, civic, and professional or- 
ganizations, is trying valiantly to 
solve the myriad problems brought to 
its attention. But its very size argues 
against solution of major phases. It 
is admittedly called upon too frequent- 
ly to settle minor and local ones. 


Ala more compact body, 
handling one thing at a time, and 
undertaking no new ones until it is 
solved, has been suggested. But this 
would deprive many organizations of 
a voice and involve delegation of 
authority. The question would eventu- 
ally arise: Who is willing to give up 
what to whom? 
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Got to Quit Kicking the Dog Around 


¢ as arse should be taught that the open season on transit is over. 

There may have been a time when baiting of public utilities was 

good fun. Today transit is so hamstrung by rules and regulations, taxes, 

wages, and union demands that merely staying in the business will soon 
require a sense of heroic dedication.” 





Wecracked the atom, conquered the 
stratosphere, overtook sound in its 
flight, but we can’t move about our 
own streets in peace and tranquility! 

“This,” quoth planner Williams, 
again, “is probably the most compli- 
cated problem ever set before man- 
kind.” Yet, he goes on to say, “We 
have the tools .. . we have the where- 
withal . . . the waste from urban in- 
efficiencies runs into billions an- 
nually. We have the know-how. Pro- 
fessionals from all over the world 
come ... to learn our techniques.” 

What techniques? Private initia- 
tive’s technique consists in seeing how 
many autos can be sold and how fast 
they can go. Government’s technique 
is to tread softly to avoid stepping on 
any toes—except transit’s! 

“We need a People’s Plan,” Wil- 
liams said further. “One that will fill 
John Doe with enthusiasm. . . a com- 
mon ground for private initiative and 
government . . . for which people’s 
representatives will . . . appropriate 
public funds . . . in which bankers 


APR. 10, 1952 





488 


will feel safe investing the public’s 
funds.” 


| pra GRoneEr’s plan, not original 
with him—in fact repeated over 
and over again—which he calls an un- 
palatable one for the fainthearted and 
those who think nature should take its 
course, and that somehow “God will 
provide”—covers the thing entirely, 
thus: 


Discourage uneconomic use of pri- 
vate autos in downtown areas; restrict 
truck pickups and deliveries to off- 
peak hours; encourage . . . off-street 
loading and unloading zones; elimi- 
nate curb parking on key thorough- 
fares . . . ultimately on all adjacent 
... areas ... provide, by private en- 
terprise, if necessary by public author- 
ity ... on a self-sustaining basis— 
adequate off-street parking . . . for 
those who really require . . . autos in 
business . . . downtown. 


Every sensible person knows all 
these things are necessary. It is not the 
expense which prevents their being 
done. It is fear—fear of what the 





50,000,000 auto licensees will say. As 
an example, let us take Colonel Bing- 
ham’s two proposals: (1) exclusive 
right of way for transit vehicles, and 
(2) exclusion of private cars in con- 
gested areas. Good ideas, but who will 
sponsor them? Nobody! 

Steam railways use private rights 
of way, but they also usurp public 
roads at grade crossings, either at high 
speed or creepingly, while motorists 
fume. Yet, nobody would suggest the 
trains wait while autos cross tracks. 
We do this very thing with busses and 
streetcars, simply because motorists 
have been allowed to assume they have 
special rights anywhere and every- 
where—excepting railway trains. 


wu they surrender these “rights” 
if it can be proved it would help 
them more than can be imagined, if 
certain lanes were for transit vehicles 
alone? Actually, of the thousands of 
city streets, only a few are used by 
transit. Will autoists agree to keep 
out of congested areas entirely when 
they are told that, if they do not, the 
actual life of our large cities is in jeop- 
ardy? These two simple things would 
cost very little money, but would en- 
tail “sacrifices” of things from those 
who really have no right to what they 
would be asked to give up. 

Then there is the matter of truck 
loading and unloading so as not to 
interfere with transit vehicles. 

The U. S. Chamber of Commerce 
has opinions about this, too, remind- 
ing that this is an important feature 
of traffic control, mentioning the 
Philadelphia plan. This could be 
adapted to local conditions in any 
city, and greatly improved upon at 
very little cost. Today you cannot find 





MOVING THE MASSES OF TOMORROW 


489 


anyone in the average American city 
to sponsor any of these things. 

Elected officials, with an eye on the 
next election, are kept constantly 
aware of their “duty” to auto driver, 
trucker, and merchant. But they have 
little tolerance for the perennial nui- 
sance—transit. Transit is always con- 
fronted with new franchise adjust- 
ments, and public officials demanding 
that transit make “concessions” to 
the voters. 

Deliberations drag on interminably. 
More auto licenses appear. Fewer 
people ride transit, regularly. No 
doubt about it—on a show of voting 
strength—the “ayes” have it. But 
what do they have? Traffic problems 
multiply like uninhibited mice, nib- 
bling at urban economy—and winning 
the battle! It is really affecting every- 
body, but since transit must file month- 
ly reports, it is the only part of our 
economy whose bankruptcy shows up. 


| yng of compassion for the suf- 
ferer, there is always a willingness 
to administer the coup de grace, by 
kicking it while it is going down. 
As illustrated at recent public hear- 
ings in Chicago to raise fares to 20 
cents, which brought out “boos and 
catcalls and shouted insults,” accord- 
ing to the Daily News. 

The tiny minority which booed the 
proposal is probably the same group, 
loudest in demanding municipal own- 
ership, as if a dry cow will give milk 
simply by selling it to the city; as if 
any government ever did any job as 
efficiently and as economically as 
could a private concern. But demon- 
strations of this socialist fallacy in 
New York, Chicago, and other public 
ownership towns have taught the an- 
APR. 10, 1952 














PUBLIC UTILITIES FORTNIGHTLY 


titransit zealots no humility. They 
still boo as loudly as ever. Only the 
title to the target has changed. 

At Pittsburgh, recently, it was the 
same story. Fortunately honest edi- 
tors realize what is going on. The 
Press there said editorially, in part, 
“There seems to be more heat than 
light. . . . Now city council is getting 
into the act with a hotheaded resolu- 
tion denouncing the PUC and the 
Pittsburgh Railways Company for de- 
manding zone fares. But in all this no 
one has come up with any sensible 
suggestion as to how the transit com- 
pany can pay higher wages and high- 
er prices, collect lower fares, and still 
stay solvent. ...If it is as easy... as 
city hall implies . . . it should... get a 
set of facts to present to the PUC. 
... If council can’t get them . . . hotly 
worded resolutions aren’t going to 
help. You can’t get a ride on a street- 
car or bus just by showing a council- 
manic resolution.” 


HE Post Gazette also declared, 

“Too many of us are living in a 
dream world . . . workers expect . . . 
substantial wage increases, at least 
once a year, plus a lot of costly se- 
curity benefits, while prices remain 
static. Unfortunately there is no such 
Utopia... . A group of hospital em- 
ployees . . . (saw) no reason why we 
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should pay for employees’ wage in- 
creases.” 

“Well,” the editor demanded, “‘who 
is to pay?” and answers, “the same 
people who pay higher hospital bills, 
so hospitals can pay higher wages to 
their employees. . . . As popular as it is 
to kick utilities in the pants, it is as 
intellectually dishonest for one to 
blind himself to the cruel truths of in- 
flation. . . . So long as people insist on 
getting more money for their services 
they must expect to pay higher prices 
for the services of others. It is sheer 
demagoguery to pretend the railway 
company can suspend or reverse that 
basic fact.” 

The tragedy of it all is that fare in- 
creases simply multiply traffic conges- 
tion, as more riders take to their own 
cars. 

Robert F. Wagner, Jr., president 
of the borough of Manhattan, a man 
not interested in fattening transit 
treasuries, wrote, in a letter to The 
New York Times, “It is axiomatic 
among transit experts that increased 
rates result in passenger losses . . . all 

. estimated a 5 per cent decline in 
passengers for-each cent increase in 
fare.” 

Quoting 20 per cent decline in pas- 
sengers on one New York line and 10 
per cent on another after fare in- 
creases, he said the pattern is the same 


usurp public roads at grade crossings, either at high speed 


q “STEAM railways use private rights of way, but they also 


or creepingly, while motorists fume. Yet, nobody would 
suggest the trains wait while autos cross tracks. We do this 
very thing with busses and streetcars, simply because motor- 
ists have been allowed to assume they have special rights 
anywhere and everywhere—excepting railway trains.” 
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everywhere. “Rising costs .. . fare in- 
creases .. . decreased passenger reve- 
nues ... further fare increases . . . ad 
infinitum. Transit is impaled on the 
horns of a dilemma, and fare manipu- 
lation is as effective as walking on a 
treadmill.” 

It is inconceivable, he wrote, that 
the city and its business interests have 
not suffered, when transit loses a hun- 
dred million passengers a year. 


What Can Be Done? 


F this were not America in the year 
1952, in the era of the atom and 
supersonics, I would advocate throw- 
ing in the sponge. But it is 1952, and 
this is indomitable America, favored 
by God, materially, above all nations, 
and I know we can master this very 
material situation if we honestly try. 
Planner Williams scoffed that traffic 
panaceas are as numerous as ball- 
point pens, so I will not add another. 
But I will suggest somebody to at- 
tempt a practical solution. Since pub- 
lic officials will not, or cannot act ar- 
bitrarily, and since transit’s hands are 
tied by law, how about getting an out- 
side third party, just like in an arbi- 
tration dispute? 

For this task I would nominate a 
body such as the Carnegie or Rocke- 
feller foundations, using a typical 
under-a-million city as a guinea pig. 
Others could watch. 

These organizations have per- 
formed miracles in other fields to al- 
leviate various plagues to mankind. 
Their investigations would not be 
suspect. They would be doing the 
whole world a great service, as the 
traffic problem is just as baffling to 
Europe and South America. 
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What would such a group have to 
decide? Certain fundamental points 
are self-evident. Is mass transporta- 
tion a necessity? If so, what form 
shall it take? If its present form 
(transit) must be supplemented by 
other measures, should transit have 
an exclusive right of way—perhaps 
hugging the curb, with all parking 
abolished on such streets? 

Should all private autos be barred 
some time or all the time from pre- 
scribed congested areas ? Should park- 
ing be entirely prohibited in these 
areas? 

Are conveyor belt systems practical 
for pedestrians in these congested 
areas? Should truck loading and un- 
loading be restricted to off-peak 
hours? So on and on. 


AS to the financial end: What can 
be done to bring fares within 
reason; that is to say, to stop them 
from getting too high? 

To keep low fares (or promise 
them) through the ruse of public own- 
ership would be to practice the deceit 
of our modern economy with more 
hidden taxes. At best, it merely post- 
pones the showdown with juggled 
bookkeeping. At worst, it amounts to 
a kind of fraud, as the New York city 
citizens have discovered. 

Is Colonel Bingham’s plan sound 
when he proposes that “privately 
owned transportation would be ac- 
quired by the city or state, in return 
for revenue bonds, issued for specific 
terms, while the enterprise continued 
under private management? Over-all 
control would be vested in a board of 
directors, representing both govern- 
ment and bondholders. Transit com- 
panies would be freed of taxes, while 
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interest amortization and operating 
expenses would be paid out of fares.” 

It is my opinion the venerable gen- 
tlemen, for whom these foundations 
are named, would at least squirm in 
their tombs at the attempt to compro- 
mise with the principle of private en- 
terprise, and the overt flirtation with 
Socialism, disguised by fancy phrase- 


ology. 


M* guess is that a foundation 
would quickly discover the dif- 
ference between futile socialistic pal- 
liatives and dealing with basic correc- 
tives. Public understanding (or lack 
of it) is surely one of these. Assuming 
it would undertake this task, the foun- 
dation would have to sponsor an edu- 
cational program, starting in grade 
schools, and using every media of in- 
formation available to the public. 

The auto driver must be taught he 
cannot drive wherever or whenever he 
pleases. This will require the zeal 
equal to that employed in selling war 
bonds. People must learn it is patri- 
otism of the highest order to forego 
that which works for the common 
good. 

Merchants must be taught that pas- 
sengers in passing or parked cars are 
not potential shoppers, but rather a 
hindrance to potential shoppers. Mer- 
chants, too, must help educate and co- 
operate with truckers, so that deliv- 
eries and pickups will be made during 
the night, where possible, or at the 
ebb of day traffic. 

Everybody must be taught it is no 
more fair (or logical) to park a car 
on a busy street than it would be to 
leave your piano standing at the curb. 
If it is at all possible to tell an Ameri- 
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can citizen how to spend his money 
wisely, everybody should be taught 
the simple economics of a transit ride 
being cheaper than a private one, ex- 
cept for pure pleasure and diversion. 


ne should be taught that the 
open season on transit is over. 
There may have been a time when 
baiting of public utilities was good 
fun. Today transit is so hamstrung by 
rules and regulations, taxes, wages, 
and union demands that merely stay- 
ing in the business will soon require 
a sense of heroic dedication. 

For, 100 years ago people used to 
ride horsecars; little Toonervilles, 
with straw on the floor to keep feet 
warm in bitter winter, and traveling 
only as fast as a pair of tired horses, 
or mules, could trot. And, the fare was 
a nickel! And it stayed at a nickel 
longer than anything else, except pos- 
sibly Coca Cola, in many cities. 

Now, when fares keep going up, 
compare the modern bus ride with the 
horsecar ride at five cents; compare 
wages of 1851 with those of 1952, 
and it is easy to discover ample justi- 
fication for fare increases far beyond 
those in effect, or contemplated; the 
only way to stop the spiral is through 
more riders. 

That would be another problem for 
the foundation, if one would accept 
this challenge. 

Which city will have the courage 
to invite one to come in and help solve 
the most pressing economic problem 
threatening our cities today—and 
then have the courage to accept its 
recommendations and enforce them? 

For, as Powell Groner says, “It ts 
later than you think!” 
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Experiment in Harmony 


Asa result of the negotiations with the Atomic Energy 

Commission, four private electric utilities agreed 

upon a co-operative program over a year ago for 

pooling their efforts and joining in the creation of a 

new generating project to furnish power for im- 
portant new AEC installations. 


By JOHN P. CALLAHAN* 


wo decades ago, we were hear- 
Te about government power 

“yardsticks” for private electric 
utilities. Today, the private utility 
companies are being called upon to set 
the standard of performance in fur- 
nishing power for vital defense work. 
That is a highly significant fact in the 
effort of the United States to maintain 
and improve the lead position it holds 
in the race with Russia for supremacy 
in production of atomic weapons. 

By its own admission the govern- 
ment just does not have the power 
facilities requisite to meeting the in- 
satiable demands of the Atomic En- 
ergy Commission’s program. The 
Tennessee Valley Authority’s latest 
annual report foresees an industrial 





*For personal note, see “Pages with the 
Editors.” 
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power shortage in its area for some 
years to come. Ditto in the Pacific 
Northwest. The alternative? Only 
one—that old scapegoat, the private 
power system. 

For all that it has been “guilty” of 
in “trials” where the government was 
the chronic complainant, or “plaintiff,” 
the private power system is most wel- 
come, now that public power cannot 
do the job without assistance. 

The best example where this is most 
apparent is the 650,000-kilowatt pow- 
er plant to cost $100,000,000 being 
built in Joppa, Illinois, on the Ohio 
river, by five utility companies 
known as Electric Energy, Inc. The 
project will furnish power for the 
AEC’s plant across the river near 
Paducah, Kentucky. President of this 
company is J. Wesley McAfee, who is 
APR. 10, 1952 
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also head of Union Electric Company 
of Missouri and one of the leading 
spirits of the movement. (The other 
half of the AEC’s power needs in 
Paducah will be met by the TVA’s 
Shawnee plant on the Kentucky side 
of the Ohio. ) 


- I ‘HE story of the private power 
companies’ rdle in this awesome 


program—the AEC will be the largest 
consumer of power in the world— 
demonstrates dramatically that free 
enterprise was indispensable to the 
swift undertaking of construction of 
power facilities for atomic energy 
work ; the public power could not have 
done it in time. 

Shortly after Turner White estab- 
lished an office at Joppa on December 
30, 1950, for Electric Energy, Inc., 
that 5-company organization got to 
work on the biggest power project yet 
undertaken for the AEC. Turner 
White, who served Union Electric 
Company of Missouri for twenty 
years, is vice president in charge of 
operations for Electric Energy, Inc. 

Electric Energy, Inc., which is com- 
posed of Central Illinois Public Serv- 
ice Company, Illinois Power Com- 
pany, Kentucky Utilities Company, 
Middle South Utilities, Inc., and 
Union Electric Company of Missouri, 
was organized at the request of the 
AEC. The officials of the commission 
felt that the know-how of the men in 
the utility business would be a major 
factor in the success of the vitally im- 
portant job of supplying electric pow- 
er to the atomic energy plant. 

Just as soon as officers of the Union 
Electric Company of Missouri and the 
other companies in the area heard of 
the AEC’s request they got to work. 


A= phrase that reflects the will- 
ingness of Electric Energy, Inc., 
to do its part in the AEC job appears 
in the December 7, 1950, letter from 
Electric Energy, Inc., to the AEC at 
Nineteenth and Constitution avenue 
in Washington, D. C. In outlining de- 
tails of the contract, some of which we 
will see briefly further on, the writers 
used the words: “will proceed ex- 
peditiously.” They voluntarily com- 
mitted themselves to an intensive 
straight-through-to-completion con- 
tract. And while labor threatened on- 
schedule completion at least seventeen 
times in 1951, the project is going for- 
ward fast and favorably. Several 
thousand workers are employed on 
this $100,000,000 project. They might 
have encountered some unsurmount- 
able tasks. 

With regard to workers at the 
Joppa power site, the coal operation 
alone will provide steady employment 
for 600 miners who will bring out the 
7,000 tons of coal needed every 
twenty-four hours. Another 500 men 
will be used to transport the coal from 
the mines in southern Illinois to the 
plant. There, 200 men will operate it. 

According to an estimate made in 
June, 1951, by a businessmen’s con- 
ference sponsored by the Southern 
Illinois University, the 1,300 coal 
workers will receive $475,000 a 
month, a figure which tradesmen 
transposed into $123,000 of food, 
$66,000 of clothing, etc. 


( sone facilities are a con- 
veyor belt system with a capacity 
of 800 tons an hour. A single 42-inch 
belt runs from the barge unloader and 
from the rail coal cars to the top of 
the crusher house. Two reclaiming 
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hoppers are provided with belts, 
handling 400 tons an hour each. The 
schedule of operation at the plant will 
be tight, and at continuous full load 
on the plant, 8,000 tons of coal will be 
tossed into the four boilers every day, 
or 2,500,000 tons a year. The four 
steam turbine-generators located on 
an open deck at ground level, stand 15 
stories high. Construction of these 
boilers required 15,000 tons of steel. 


| gurney the enthusiasm with 
which the five companies em- 
braced their assignment, there also was 
this advantage in the private utilities’ 
participation in the project : The busi- 
nessman’s experience helped to skirt 
many of the inevitable and time-con- 
suming barriers of red tape that would 
surround a Federal government proj- 
ect. Under the private power compa- 
nies’ operation, organization papers 
were quickly signed and then put aside 
for the more important blueprints and 
construction schedules. 

Soon many of these gave way to 
“work completed” cards as the con- 
struction gangs sped along on the 
largest outdoor steam-electric power 
plant in the world. 

Ebasco Services Incorporated, 
which built the world’s first outdoor 
steam-electric plant in Utah in ’36, has 
the contract at Joppa. The figure “36” 


is significant—the new plant will pro- 
duce 36 times the output of the Utah 
station. 

Paul E. Gourdon, chief mechanical 
engineer in charge, said the outdoor 
design would reduce investment cost, 
expedite construction, and conserve 
critical materials. 


6 Be Joppa site was selected for its 
relative nearness to the AEC 
plant, the availability near by of low- 
cost coal, proximity to rail and water 
transportation, supply of condensing 
water, and convenience of connection 
to systems of the five participating 
electric companies. 

The plant includes a one-story ad- 
ministration building, an 8-story struc- 
ture for general services, a small 
building for stores, and another for 
vehicle repairs. 

Because no cross connections are 
used between the units (except serv- 
ice water and compressed air connec- 
tions and necessary auxiliary electrical 
connections ), it was possible to design 
all arrangements, piping, and other de- 
tails for one unit only, with all four 
constructed from the same drawing. 
This resulted in simplification of en- 
gineering and design and in reduction 
in cost and in time required for engi- 
neering and construction. 

It should be mentioned here that 
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power ‘yardsticks’ for private electric utilities. Today, the 


q “Two decades ago, we were hearing about government 


private utility companies are being called upon to set the 


standard of performance in furnishing power for vital de- 
fense work... . By its own admission the government just 
does not have the power facilities requisite to meeting the 
insatiable demands of the Atomic Energy Commission’s 
program.” 
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security regulations of the AEC for- 
bid reference to the completion of the 
power plant. The commission also 
barred reference to the location of con- 
nections and bus bars between the 
AEC plant and sources of power sup- 


ply. 


| para seaaage the power plant that will 
produce energy for the processing 
and refinement of uranium followed 
the pattern long in successful use by 
the power and light industry that has 
reached financial maturity as a $20 
billion industry. 

The five utilities subscribed for and 
purchased the following shares of 
capital stock, $100 par value, of the 
company they organized, Electric En- 
ergy, Inc. : 


No. of 
Shares Bought 
Central Illinois Public Service 
DED vcsveediawtenéacecsne 7,000 
Illinois Power Company ......... 7,000 
Kentucky Utilities Company ..... 3,500 
Middle South Utilities, Inc. ..... 3,500 
Union Electric Company of 
err ee 14,000 
35,000 


In addition to the $3,500,000 thus 
raised, two insurance companies, the 
Metropolitan Life Insurance Com- 
pany and the Prudential Life Insur- 
ance Company, are committed to take 
up to $100,000,000 of 3 per cent first 
mortgage sinking-fund bonds. The 
funds are being raised as the construc- 
tion program goes forward. 

The AEC’s $500,000,000 uranium 
separation plant at Paducah has been 
described as a large gaseous diffusion 
plant for the separation of fissionable 
uranium-235 from _nonfissionable 
uranium-238. It will supplement the 
extensive U-235 separation facilities 


now in operation or under construc- 
tion at Oak Ridge, Tennessee. 

After it is completed it will be op- 
erated for the AEC by the carbide and 
carbon chemicals division of the 
Union Carbide & Carbon Corpora- 
tion which operates the major AEC 
production facilities at Oak Ridge. 


| nena a word here about the gas 
division process. Briefly, it is one 
in which uranium hexafluoride, in 
gaseous form, is pumped through 
thousands of very fine barriers that 
have millions of tiny holes per square 
inch. Since U-235 atoms are a little 
lighter and therefore travel faster, 
they strike the screen and pass through 
the holes with greater frequency than 
U-238 atoms. In this process, the fis- 
sionable U-235 atoms, which, inci- 
dentally, make up only one part in 140 
of natural uranium, are gradually op- 
erated and concentrated. 

The price of the power will be 3.57 
mills per kilowatt hour for 500,000 
kilowatts. (TVA proposes to furnish 
about 500,000 kilowatts for 3.586 
mills per kilowatt hour.) 

However, Electric Energy will 
charge about 7:5 mills per kilowatt 
hour, for “interim power’’; that is, 
power furnished before the Joppa 
plant is in operation. TVA said it 
would charge 6 mills per kilowatt hour 
for interim power. 

Speaking of the rates, Representa- 
tive Albert Gore (Democrat, Tennes- 
see) said at a House Appropriations 
subcommittee hearing, in connection 
with the AEC-Electric Energy, Inc., 
contract talks in December, 1950, that 
the “similarity of these two proposals 
is an answer, in one instance, to the 
criticism of TVA that because it is a 
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Spectacular Growth of Atom Power Load 


“Te atomic energy program is consuming power at a rate that 
by June, 1952, is expected to be close to that of New York city, 
which uses 12 billion kilowatt hours—3 per cent of the national total. 
The AEC now uses 8 billion kilowatt hours, or roughly 2 per cent of 
the total national supply, and this demand was expected to increase 
sharply as the additional new plants now under construction begin to 


come ‘on the line. 


a9) 





government agency it cannot operate 
economically while, in another, it is 
also a refutation of the charge that the 
private power industry cannot meet 
the TVA rates if they really want to 
do so.” 

At that same time, an AEC official 
was surprised that Electric Energy, 
Inc., could offer such rates “because at 
least from the analysis we have made 
to date it appears that there is very 
little profit in it, practically no profit 
under certain conditions.” 


= base rate for permanent pow- 
er furnished at the point of de- 
livery for the AEC contract demand 
will consist of a demand charge of 
$1.201 per kilowatt month, which is 
equivalent to $14.412 per kilowatt 
year and an energy charge of 1.76 
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mills per kilowatt hour. At a fuel cost 
of 174 cents per million stu for de- 
livery at 95 per cent fuel factor, this 
is equal to $14.65 per kilowatt year. 
Electric Energy, Inc., can offer a 
low rate because the plant is scheduled 
to operate at a 95 per cent load factor 
due to the heavy power demand. In 
addition, the fact that no distribution 
facilities will be required made it pos- 
sible for Electric Energy, Inc., to 
quote a low base rate for its power. 
Apropos of the TVA supplying 
half of the power (although it will be 
less if Electric Energy, Inc., is to sup- 
ply 650,000 of the 1,000,000 kilowatts 
required by the AEC plant), TVA’s 
Shawnee plant, you may remember, 
“broke the ice” about a year ago when 
it took the TVA outside of the valley. 
The agency was proud of the fact that 
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it had expanded beyond the pale, de- 
spite the geographical limitation im- 
plied in the agency’s title. 


iy might also be observed here that 
the Interior Department’s South- 
western Power Administration has 
staked out a claim contiguous to 
TVA’s area. Now, if the AEC should 
decide to relocate—which is possible 
for security reasons—think of the 
subsidy market available for public 
power! 

But that’s looking far ahead. Right 
now we are witnessing an experiment 
in harmony. Might this be the begin- 
ning of a working relationship be- 
tween public and private power? If 
so, two recent developments would in- 
dicate that we can expect an expansion 
of the experiment : First, TVA’s latest 
annual report said an industrial pow- 
er shortage was threatened in its area 
of operation. If that is so, and we 
suppose it might be, though with 
political overtones, then TVA ap- 
parently has no power that could be 
diverted for additional AEC use. The 
second development was the AEC’s 
announcement on January 21, 1952, 
through President Truman, of an 
atomic energy expansion program 
costing $6 billion and scheduled to be- 
gin July 1, 1953. An integral part of 
such a program is the need for ex- 
panded capacity for production of 
uranium-235 for use in weapons or in 
fuel elements for nuclear reactors. 


HE atomic energy program is con- 

suming power at a rate that by 
June, 1952, is expected to be close to 
that of New York city, which uses 12 
billion kilowatt hours—3 per cent of 
the national total. 

The AEC now uses 8 billion kilo- 
watt hours, or roughly 2 per cent of 
the total national supply, and this de- 
mand was expected to increase sharp- 
ly as the additional new plants now 
under construction begin to come “on 
the line.” 

Thus the future power needs of the 
Atomic Energy Commission, plus a 
seemingly endless rise in the demand 
for so-called peacetime power, portend 
an unavoidable partnership for public 
and private power. 

It also may mean an end to, or re- 
versal of, the trend toward socializa- 
tion of a key industry. One thing that 
has gone far to either or both ends was 
the fact that the Paducah project dis- 
pelled a myth: that only the Federal 
government can handle the big power 
projects. In this case, Congress can 
see now what the public power propa- 
gandists tried to hide: that the private 
power companies not only are able to 
do the big jobs, but that sometimes 
even the government cannot do them 
without the aid of private business 
concerns. 

Finally, from the taxpayer’s point 
of view, private enterprise is doing a 
job that would have taken $100,000,- 
000 more out of a fast-draining till. 





6cy ," Te can continue down the road to state Socialism and ultimate 
disaster or we can strengthen and revitalize the free enterprise 
system and go forward to a nobler and greater destiny.” 


—Harry F Loop Byrp, 
U. S. Senator from Virginia. 
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Washington and the 
Utilities 


The Power Issue Again 


_—— it only happens in election 
years, instead of perennially, politi- 
cal revival of the so-called “public power 
issue” generally hits America’s news- 
papers in the early spring, almost as faith- 
fully as the swallows return to Capis- 
trano. This has been so ever since the 
crusading heydays of the late Senators 
Norris and Walsh. Sometimes, this spring 
planting of political seeds has yielded a 
good crop of votes in the fall election har- 
vest. Sometimes not. In recent years, the 
return has been indifferent. Although 
President Truman rode the power issue 
pretty hard in 1948 as well as in 1950, 
the net result was not very conclusive. 

But with those in control of Demo- 
cratic congressional campaigns, the power 
issue has become a sort of old-time politi- 
cal religion, which was good enough for 
Roosevelt and, therefore, ought to be 
good enough for latter-day candidates. 
Aside from any sentimental attachment, 
however, there is a growing scarcity of 
other domestic issues (from the admin- 
istration’s point of view), which may 
make the power issue a campaign favorite 
by default. That is only as viewed from 
one side, of course. But it takes two sides 
to make an issue. So far the Republicans 
have shown little interest and if 1950 pro- 
vided an omen, they may again ignore it 
this year. 

In the light of this background, Presi- 
dent Truman’s blast at the power com- 
panies during the annual convention of 
the National Rural Electric Co-operative 
Association in Chicago was hardly a sur- 
prise. The President’s statement, which 
was read for him by Interior Secretary 
Chapman, ripped into the power compa- 
nies for supporting “one of the most 
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vicious propaganda barrages in history.” 
It is significant that the President is ob- 
viously siding with the Interior Depart- 
ment in its fight against private power 
company licenses granted by the Federal 
Power Commission, contrary to the 
wishes of the Interior Department. The 
Virginia (Roanoke Rapids) case was 
mentioned by name. It was during the 
following week that the Interior Depart- 
ment formally filed its appeal to the U. S. 
Supreme Court from the lower court de- 
cision upholding the FPC’s hydroelectric 
license in that case. There was no attempt 
made, of course, to link the Fourth U. S. 
Circuit Court of Appeals and the FPC 
to this implied conspiracy. But unless the 
U. S. Supreme Court reverses the lower 
court (contrary to the expectations of 
legal observers ), it may turn out that the 
licensed power companies have the law 
on their side, even if the Interior Depart- 
ment has the President on the other side. 


HE main point of significance in 
President Truman’s sharp statement 
to the NRECA convention, however, was 
the indication that the administration is 
trying to make another campaign issue 
of the Federal power program, and its 
alleged obstruction by the private power 
companies. This may not mean that Presi- 
dent Truman is going to run again; but 
it does suggest that this issue will be 
stressed if the President’s wishes are fol- 
lowed. Probably the same can be said of 
Secretary Chapman, who was very help- 
ful in President Truman’s similar cam- 
paign strategy in 1948. In fact, Chapman, 
after he had read the President’s speech, 
referred to the controversy as “one of the 
great issues of our time.” 
Public utilities of all kinds, therefore, 
can expect that administration officials 
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will keep hammering away on this “power 
issue,” particularly if President Truman 
is the candidate or hand picks the candi- 
date nominated by the Democrats. An- 
other possibility, suggested by Secretary 
Chapman, was an effort of the adminis- 
tration to gain the offensive by investi- 
gating the power companies. Most of the 
investigations in Congress these days are 
looking in the other direction. There is no 
apparent disposition on the part of any 
actual majority of either chamber to give 
the administration control of a commit- 
tee investigation of its own, for political 
hay making. 

But if wishes could make it so, Secre- 
tary Chapman’s remarks that “only a 
Senate investigating committee” could 
discover the amounts the power compa- 
nies are spending in their campaign to 
block the Federal program, it is probably 
a good clew to what the administration 
would like to do along this line, if it could. 
One ally in the Senate might be Senator 
O’Mahoney (Democrat, Wyoming), 
chairman of the Senate Interior Affairs 
Committee, which may be said to have 
general jurisdiction over questions in- 
volving the Federal power program, as 
administered by the Interior Department. 
But getting a resolution or special funds 
through the Senate is something else 
again. 

Incidentally, during the following week 
a 3-judge U. S. District Court in the Dis- 
trict of Columbia threw out the main 
sections of the Federal Lobbying Act 
upon suit by the National Association of 
Manufacturers, which might cause some 
complication, although doubtless that de- 
cision by Federal Judge Holtzoff will be 
appealed to the highest Court. 


Wit Republicans appeared apa- 
thetic to the attack on the power 


companies by President Truman and his 
deputy to the NRECA meeting, Repre- 
sentative Dondero (Republican, Michi- 
gan) made one ostensible reply in kind 
on the floor of the House of Representa- 
tives on March 19th. The gist of Don- 
dero’s reaction was that the administra- 
tion is resorting to its familiar “look over 
here technique” —seeking to distract pub- 
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lic attention from the failure of the ad- 
ministration’s policies at home and 
abroad. He pointed out that territorial 
monopoly has long been recognized as the 
normal, legal, and economic condition of 
public utility operations, because of the 
wasteful duplication of facilities which 
would result if competitive policies were 
adopted on a large scale. 

Doubtless referring to the President’s 
remarks that the power companies are 
resorting to scare tactics in calling a Fed- 
eral power program “Socialism,” Don- 
dero professed a certain degree of admira- 
tion for the “forthright approach taken 
by the Socialist party of Britain when it 
set out to socialize industry there.” At 
least proper labeling in that case gave the 
British people sufficient notice to recon- 
sider their election decision, he said. 


» 


House Economy Cuts 


HE Interior Department Appropria- 
tions Bill, as finally reported by the 
House Appropriations Subcommittee, 
measured up more or less to the advance 
estimates and rumors noted in this de- 
partment of Pusiic UTILITIES Fort- 
NIGHTLY (March 27, 1952, issue, page 
433). The Interior budget was cut about 
a fifth, and the controversial transmission 
line programs were for the most part 
blocked, as forecast at that time. 
Shortly before the Interior bill was re- 
ported, however, another important ap- 
propriations bill for the fiscal year of ’53 
was reported by the House group, with 
over-all cuts amounting to $1,447,880,- 
327, as compared with appropriations for 
the current fiscal year for Independent 
Offices. This Independent Offices Appro- 
priation Bill carries funds for regulatory 
commissions and government corpora- 
tions. Most of the regulatory commis- 
sions got through with only minor reduc- 
tions in funds for the coming fiscal year 
(averaging less than one per cent). 
These included the following pro- 
visions : $6,108,460 for the Federal Com- 
munications Commission ; $3,935,700 for 
the Federal Power Commission ; $5,245,- 
080 for the Securities and Exchange 
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WASHINGTON AND THE UTILITIES 


Commission. But for two of the Federal 
government’s “operating” (as distin- 
guished from regulatory) commissions, 
the bill reported some sharp percentage 
reductions—29 per cent for the Atomic 
Energy Commission and about 24 per 
cent for the Tennessee Valley Authority, 
which would receive, respectively, $1,- 
137,727,500 and $185,270,000 for the 


coming fiscal year. 


HE Interior Department Appropria- 
tions Bill, as reported to the House 
on March 21st, cut the 1953 fiscal budget 
estimate from $626,001,800 to $492,434,- 
763—a 21 per cent slash. Proposed funds 
for electric power items which were 
eliminated follow: (1) $50,000 for a 
New York-New England survey; (2) all 
construction for the Southeastern Power 
Administration, except $869,500 for a 
line from Clark Hill to Greenwood, 
South Carolina, and $90,000 for future 
planning, plus $495,000 to pay for wheel- 
ing charges and allied operations to firm 
up system power; (3) all Southwestern 
| Power Administration construction (re- 
quests totaled $4,150,000), with a reduc- 
tion in the continuing fund from $1,425,- 
000 to $231,000; (4) Bonneville con- 
struction requests totaling $3,763,000, 
including the controversial Oregon- 
California intertie and the LaGrande- 
Baker line; (5) Reclamation Bureau 
construction funds were cut from $194,- 
720,000 to $153,355,400; this cut elimi- 
nated three proposed Missouri basin 
backbone lines — Yellowtail-Billings, 
Sioux City-Omaha, and the western 
Minnesota loop; (6) the Keating amend- 
ment to restrict competitive operations 
where wheeling contracts can be secured 
was continued, as was the Jensen 
economy amendment restricting replace- 
ment of personnel vacancies. 


* 
Project Bills in Congress 


HE proposed Hell’s Canyon dam 
would be authorized by a bill (S 
2812) introduced in the Senate by a wide- 
ly dispersed geographical collection of 
Senators, but, significantly, nobody from 
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Idaho where the dam would be built. 
Leading sponsor was Senator Morse 
(Republican, Oregon), who was sup- 
ported on the introduction by Senators 
Magnuson (Democrat, Washington), 
Murray (Democrat, Montana), Leh- 
man (Democrat-Liberal, New York), 
Hill (Democrat, Alabama), and Ke- 
fauver (Democrat, Tennessee). The bill, 
to build a project on the Snake river 
(over 90 per cent devoted to electric 
power at a cost of about $475,000,000, 
including lines), has been referred to the 
Senate Interior Affairs Committee. 

This Senate bill is a companion to the 
Murdock Bill (HR 5743) on which hear- 
ings will begin March 26th in the House 
Interior Affairs Committee. Allegedly 
drafted with the consent, if not the actual 
assistance, of the Interior Department, 
the Murdock Bill had similar trouble 
finding a local sponsor in the lower 
House. No Idaho member would intro- 
duce it. Morse’s 3-hour floor speech of 
introduction of the Senate bill was an- 
swered by the two Idaho Senators, 
Dworshak (Republican) and Welker 
(Republican), who pointed out that 
Idaho Congressmen were unwilling to 
support the measure, and that “outsiders” 
were trying to tell them what to do. 

A new Flood Control Bill is expected 
to take form in either the House or Senate 
Public Works Committee, incorporating 
aid for the Missouri-Kansas areas with 
other miscellaneous funds, including $1,- 
000,000 for “additional studies” for Fed- 
eral power redevelopment at Niagara, 
which already has been turned down in 
the House by the Interior Appropriations 
Subcommittee. The new omnibus pork- 
barrel measure may also incorporate a 
$500,000,000 power and flood-control re- 
quest made by Senator Kerr (Democrat, 
Oklahoma). Kerr told his constituents 
that the ban on new projects should end. 


| gre of the more controversial 
“tidelands” issue may be heard in 
debate on the Engle Bill and the McKin- 
non Bill to alleviate the water supply situ- 
ation in the Santa Margarita river basin 
(California) and relieve the area resi- 
dents from Federal lawsuits. 
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NRECA Convention 
. National Rural Electric Co-op- 


erative Association held its annual 
convention in Chicago last month. Among 
the more important resolutions passed 
was one which would provide a special 
kind of membership for telephone co-op- 
eratives. Under the terms of the resolu- 
tion, any national rural telephone system, 
meaning REA borrowers or prospective 
borrowers organized on a co-operative 
or nonprofit basis, may become an 
“NRECA affiliate” upon payment of $10 
a year, plus a small charge (from two to 
five cents) per telephone station served. 
In return NRECA will promote state and 
Federal legislation favorable to the tele- 
phone co-ops. 

Although NRECA has been perform- 
ing this service for the co-ops free of 
charge, it now feels that the telephone 
co-ops are in a position to contribute to 
NRECA efforts to obtain legislation en- 
abling farmers to establish rural tele- 
phone systems similar to REA co-opera- 
tives. Such systems, the resolution states, 
“by providing adequate communication 
facilities to rural electric users, will fur- 
nish a service to REA co-ops that will 
greatly assist in the advancement and de- 
velopment of rural electrification.” 

The convention also adopted a resolu- 
tion opposing reorganization of the REA 
which would result in its separate organ- 
ization being absorbed by other agencies 
of the Department of Agriculture. Presi- 
dential budget requests of $50,000,000 
for new REA rural telephone loans and 
another $50,000,000 for “contingency” 
(subject to call by the Secretary of Agri- 
culture) were also OK’d by NRECA, 
which points to a total of $83,000,000 in 
pending rural phone loan applications, 
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Exchange Calls 


And Gossip 


with $50,000,000 more expected during 
the coming fiscal year. 


* 


Telephone Order M-77 May 
Be Revised 


te communications equipment divi- 
sion of the National Production Au- 
thority has announced that a general re- 
vision of NPA Order M-77 may soon be 
undertaken, A recent meeting between 
the division and the Communications In- 
dustry Advisory Committee resulted in 
several proposals for revising the order 
restricting building construction. Ma- 
terial restrictions would be eased, with 
respect to telephone building construction 
and manufactured items used in telephone 
utility operations, by redefining “operat- 
ing construction.” The definition would 
be broadened to include all building es- 
sential in rendering communications serv- 
ices, including leased structures, but ex- 
cluding office buildings. Other proposals 
for amending the order included: 

(1) Modification of § 4 of the order 
to permit the use of a rating to obtain 
materials for the manufacture of prod- 
ucts used as MRO by the operator who 
manufactures them, thus bringing the 
order into line with CMP Regulation 5. 

(2) Raising the self-certification limit 
from $15,000 to $25,000 per project for 
domestic as well as international com- 
munications operators. 

(3) Extending self-certification privi- 
leges, which are already used by com- 
munication utilities for domestic facilities, 
to the international communications op- 
erations so as to obtain necessary sup- 
plies in less time and with much less red 
tape than present complicated export re- 
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EXCHANGE CALLS AND GOSSIP 


quirements via Office of International 
Trade. 
* 


Arkansas Rate Case 


¢ Arkansas Supreme Court has 
partially affirmed an order of the 
Arkansas commission granting South- 
western Bell Telephone Company an 
annual rate increase. Southwestern had 
asked the commission for a $4,600,000 
increase in rates. The commission au- 
thorized an increase of $3,650,591, based 
on a 6 per cent return on a “cost less de- 
preciation” rate base, predicated on De- 
cember 31, 1950, valuation figures. How- 
ever, the court ruled that the commission 
was in error in using the December 31, 
1950, valuation figures since “there was 
no testimony in the record as to what ac- 
tually was the plant valuation at that 
date.” 

In the proceedings before the commis- 
sion, evidence was shown as to plant ex- 
tent and valuation as of September 30, 
1950; the hearings were completed No- 
vember 28, 1950. Accordingly, the court 
adopted the views of the dissenting com- 
missioner in the case, who had argued 
that the rates should be based on the Sep- 
tember 30th valuation which, at a 6 per 
cent return, would entitle the company to 
a $3,177,000 annual rate increase. The 
court said in part: 


We adhere to the view that in order 
to determine the actual plant, used and 
useful, on a certain date, there must 
be proof, as distinguished from mere 
promises or predictions. 


The court upheld the commission on 
other points and said that the company 
was not entitled to complain as to the rate 
base or rate of return. It emphasized that 
in approving the 6 per cent rate of return 
in this case, it was not approving this rate 
of return for future cases regarding 
Southwestern or any other utility. As a 
matter of fact, the court continued, a 
lower rate of return had been found to be 
fair for utilities in other cases. 

The court singled out the peculiar posi- 
tion of Southwestern with respect to its 
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parent, AT&T, and advised the commis- 
sion to take this into consideration in the 
future. It noted that the apportionment 
of expense and income to Southwestern 
from interstate and intrastate business 
was not clearly shown, and stated that 
“the idea of Southwestern expecting a 6 
per cent rate of return from one state 
that it serves, rather than the entire sys- 
tem, is as illogical as applying a 6 per cent 
rate of return to one community.” 
The court concluded : 


American (AT&T), as owner of 
Southwestern, receives profits and re- 
turns from Southwestern in a number 
of ways, and all of these should be 
taken into consideration in considering 
the rate of return that the owner of 
Southwestern should receive. 


> 


Statewide Regulation Approved 
In Colorado 


HE changing attitude of state com- 
missions towards statewide rate 
making for telephone companies was un- 
derscored recently in Colorado when the 
state supreme court overruled its own 
1919 decision holding that telephone 
rates charged in the city of Denver 
(which is also a county) are matters of 
local and municipal concern. In its latest 
decision, the Colorado Supreme Court 
recognized that the present-day nature 
and extent of telephone service require 
that rates for such service be fixed upon 
the “statewide basis,” rather than piece- 
meal rate making by local municipalities, 
which invariably leads to chaos, confu- 
sion, and injustice. 
In concluding its decision, the court 
said : 

Accordingly we now hold that the 
public utilities commission of the state 
of Colorado is the sole agency author- 
ized to regulate the business and rates 
of the Mountain States Telephone & 
Telegraph Company within the state 
of Colorado; that the regulation of 
business of said company and the rates 
to be charged for service is not a “local 

_ or municipal” matter; and that mu- 
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nicipalities operating as home-rule 
cities have no power, authority, or 
jurisdiction to attempt such regulation. 


* 
Spring Signs of Labor Unrest 


WwW the expiration of a number of 
union contracts with Bell system 
companies due to take place this spring, 
there already are signs of some close 
bargaining in prospect. For example, 
CIO Communications Workers of Amer- 
ica, in a letter dated March 17, 1952, noti- 
fied the company that the union does not 
desire the automatic renewal of the ex- 
isting general agreement with the Chesa- 
peake & Potomac Telephone Company, 
on behalf of nonsupervisory employees in 
the traffic department in the Washington 
metropolitan area. The present general 
agreement will, therefore, terminate, ef- 
fective May 17, 1952. 

Some idea of the broad scope of the 
bargaining area this year may be found 
in the union’s list of demands for changes 
or modifications in the existing general 
agreement which include: 


(1) A reasonable general wage in- 
crease. 

(2) Improved payroll deduction, 
grievance, and arbitration procedures. 

(3) Various phases of discussion in- 
volving vacation, Sunday, and holiday 
treatment. 

(4) Sickness, disability, and senior- 
ity provisions. 

(5) Time reduction in wage pro- 
gression. 


Among the unions themselves, a seri- 
ous challenge by CWA of the strong 
foothold obtained by the AFL Interna- 
tional Brotherhood of Electrical Work- 
ers was defeated by a 2-to-1 vote in an 
NLRB bargaining election which brought 
out 80 per cent of the workers in the 
Kearny (New Jersey) plant of Western 
Electric. In a “victory” statement to the 
12,000 Kearny plant workers, President 
D. W. Tracy hinted that IBEW will soon 
go on the offensive to gain more repre- 
sentation in the Bell system. He said in 
part as follows: 
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We believe that this election marks 
a turning point in the history of labor- 
management relations in the telephone 
industry. We believe the workers in 
Western Electric and the telephone 
companies are ready for a responsible 
union, a union which has grown up 
over sixty years with a wide experi- 
ence in the most effective collective 
bargaining and worker representation. 


President Tracy stated further that the 
vote of confidence given IBEW-AFL by 
the thousands of Western Electric em- 
ployees at Kearny “has brought an up- 
surge of enthusiasm from telephone work- 
ers everywhere for the nation-wide or- 
ganizing campaign begun by the IBEW- 
AFL, sixty days ago.” 


* 


Pay-station Charges Increased 
In Maryland 


‘i Chesapeake & Potomac Tele- 
phone Company of Baltimore, 
Maryland, has been authorized by the 
Maryland commission to increase the 5- 
cent local pay-station charge to 10 cents. 
The boost will give the company $943,- 
000 in additional annual gross revenue. 
The commission denied other increases 
requested by the company designed to 
bring its total additional revenue to $5,- 
000,000 annually. In determining the 
rate base, the commission employed a 
“fair value” approach which closely ap- 
proximated original cost, but which in- 
cluded Plant under Construction and 
Property Held for Future Telephone 
Use. Only slight weight was given by the 
commission to reproduction costs. 

The rate base did not include any al- 
lowance for cash working capital, pri- 
marily because the large amount of tax 
accruals gave the company sufficient cash 
working capital, which neither the utility 
nor its owners furnished, and because 
service was billed in advance. 

The commission held that a 5.75 to 6 
per cent rate of return on the “fair value” 
rate base was reasonable and that a ratio 
of 45 per cent debt and 55 per cent equity 
capital was appropriate for the case. 
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Financial News 
and Comment 


By OWEN ELY 


Cost of Utility Capital and 
Fair Rate of Return 


ter deal of research has been done 
in recent years on “fair rate of re- 
turn” for utility companies, because of 
the huge construction and financing pro- 
grams, the effects of inflation on costs, 
and the numerous applications for in- 
creased rates made necessary by higher 
operating costs. Two or three years ago 
some state commissions held the view that 
the long-established yardstick of 6 per 
cent as a fair rate of return could be re- 
duced to 54$ per cent or even less because 
of the decline in interest rates. The fal- 
lacy of this view now seems pretty well 
conceded. Not only were the extremely 
low interest rates and preferred dividend 
rates of several years ago highly abnor- 
mal on an historical basis, but the attempt 
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to lower the over-all fair rate of return 
failed to take into account the higher cost 
of common stock financing at that time. 
At top of page 506 is an estimate of the 
present cost of financing and fair rate of 
return for the average electric utility 
company, which must of course be re- 
fined and hand-tailored to fit individual 
situations. 

The figures employed in this table for 
present net cost of financing are intended 
to be illustrative rather than exact. 
Nevertheless, the margin of error in the 
final cost figure should not be especially 
large for a typical electric utility. The 
assumed yield figures make some allow- 
ance, of course, for the “premium” yields 
which must be paid in the current market 
as compared with the average yields on 
old issues (as reflected in the Moody 
averages for various grades of bonds and 
preferred stocks). They also make allow- 
ance for estimated cost of financing, which 
makes yield to the company higher than 
the quoted yields on the public offering 
prices of new securities. 


HILE the instability of the current 

bond and preferred stock markets 
for new capital makes the historical aver- 
ages somewhat unreliable, it may be of 
interest to cite the average yield costs for 
a large number of new issues in the pe- 
riod 1948-51. The average yield costs of 
new bond and preferred stock offerings 
have been adjusted roughly for cost of 
financing, which is estimated at 1-2 per 
cent of the yields (not especially impor- 
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Est. Cur. 
Average Propor- Yield Cost of Weighted 
tion of Capital Financing Yield Cost 
Long-term Debt ........ 50% 3.55% 1.78% 
Preferred Stock ........ 15 4.85 73 
Common Stock ......... 35 10.00 3.50 
100% 6.01% 


tant in the over-all yield cost). Because 
of the greater importance of such cost 
in the case of common stocks, the adjust- 
ment has been made more accurately. 
The cost of common stock financing is 
based on share earnings; #.e., the ratio 
of twelve months’ recent earnings to the 
net price of stock. The results are shown 
in the table below. 

The data on which the common stock 
figures below are based are presented in 
Table I (page 508) (excluding com- 
panies which received rate increases). 
Table II (page 510) presents a number 
of experimental selections or variations 
of the basic data, which are intended to 
determine whether the basic figures are 
abnormal. The last column, eliminating 
companies which had received rate in- 
creases, is the most significant. The 
fact that the various selected data show 
averages within the range 9.9 per cent to 
10.9 per cent indicates that the general 
averages used above (based on 51 stock 
offers) are sufficiently accurate. 


y must be emphasized, however, that 
the average current financing cost of 
6.01 per cent worked out above (as well 
as the 4-year figure of 6.03 per cent) is 


based on the average capital setup of elec- 
tric utilities. Capital structure may vary 
widely with individual companies. The 
telephone companies have a high propor- 
tion of labor costs and a resulting greater 
rigidity of expenses which should be 
offset by a smaller proportion of fixed 
charges. Thus American Telephone and 
Telegraph Company’s normal capital 
setup is one-third debt and two-thirds 
common stock, and on this basis the 
average yield cost would work out at 
7.87 per cent. Based on historical records 
during 1948-51, independent telephone 
companies have had to pay about 14 
per cent average for their common stock 
funds. However, the independent com- 
panies, in general, have much lower 
equity ratios than American Telephone 
and Telegraph ; this factor would perhaps 
offset the high yieid cost of equity capital. 

Some electric utilities have equity 
ratios of 40-50 per cent, and such com- 
panies would probably also be entitled to 
a return on the rate base of over 6 per 
cent, unless they are able to do their fi- 
nancing at sufficiently lower yield costs 
(due to the better quality of their securi- 
ties) to offset the leverage effects of the 
high equity ratio. 


m) 
¢: 


Average Yield Costs of New Financing for 
Electric Operating Utility Companies 











Preferred Common Weighted 
Bonds Stocks Stocks Average* 
gk aucune 3.10% 4.62% 11.5%** 6.27% 
_. Sea 2.88 4.50 11.7 6.19 
ee RS 2.72 4.27 10.7 5.73 
a ae 3.27 4.68 10.3 5.93 
ARIE Soicnccs 2.99% 4.50% 11.1% 6.03% 





*Using capital setup of 50-15-35 per cent. 
**Only three issues, one abnormally high at 14.1 per cent. 
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TABLE I 


NEW MONEY COMMON STOCK OFFERS (OVER $5,000,000) OF ELECTRIC 
UTILITY OPERATING COMPANIES 1948-51 


Net Price Ratio of 
Recewed Earningson Earnings 
Offer- AfterUnder- Average To Net 
: writing and Shares Prior Company 
Misc. Costs To Financing Price 


Pacific Gas & Electric Co. ............ ’ . $2.57 
Pennsylvania Power & Light Co. ....... . 2.16 
Virginia Electric & Power Co. ......... . i 1.38 
Pacific Gas & Electric Co. ............ J ) : 
Cleveland Electric Illum. Co, .......... 

Ohio Public Service Co. ....... Men 

Idaho Power C aia 
Potomac Electric Power Co. ......... 
Cincinnati Gas & Electric Co. .......... 

Consol. G. E. L. & P. Co. of Baltimore .. 

Central Illinois Pub. Serv. Co. ......... 
Pennsylvania Power & Light Co. ...... 

Dayton Power & Light Co, ........... 
California Oregon Power Co, ......... 
Carolina Power & Light Co, ........... 

Illinois Power 

ON SS eee ere 
Northern States Power Co, (Minn.) ... 

Ohio Edison Co. 

Southwestern Pub. Service Co. ........ 
Consumers Power Co. 

Gulf States Utilities 

Carolina Power & Light Co. ........... 

Pacific Gas & Electric Co, ...........5- 
Cincinnati Gas & Electric Co. .......... 

San Diego Gas & Electric Co. ........ 

N. Y. State Electric & Gas Corp. ....... 
Potomac Electric Power Co. .......... 

Dayton Power & Light Co. ........... 
Wisconsin Power & Light Co. ........ 
Northern Indiana Pub. Service Co. 

Wisconsin Electric Power Co. ......... 
Consumers Power 

| rere er 
PE Ce, cnconta pec aedendeuine 
Pennsylvania Power & Light Co. ....... 
Indianapolis Power & Light Co. ....... 
Carolina Power & Light Co. ........... 

EE SE GAM. ch cscccveccsessnces 

Long Island Lighting Co. ............. 

Ohio Edison Co. 

EC GOR. ccc sncancceneavece 
Virginia Electric & Power Co. ......... 
California Oregon Power Co. .......... 

Public Service Co. of Colorado 

N. Y. State Electric & Gas Corp. ...... 
Rochester Gas & Electric Corp. ........ 
Pennsylvania Power & Light Co. ...... 

Public Service of Indiana, Inc. ...... 
ee, : 
Central Maine Power Co. ............ 17.625 
Niagara Mohawk Power Corp. ......... 24.25 


NN EW WWNN = pt 
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* 
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*Earnings do not reflect full effect of substantial rate increase granted by commission prior 
to the stock offer. 
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NATURAL GAS RESERVES 
AND PRODUCTION IN THE U.S. 


(IN TRILLION CUBIC FEET ) 


ANNUAL 
PRODUCTION 


3.3 4.8 5.2 5.7 6.0 6.3 69 8.0 
1940]1945]1946]1947]1948] 1949] 1950] 1951 








85.0 


AD 


ESTIMATED 


RESERVES 147.8 
(ATEND OF YEAR) 160.6 





165.9 yaa, - 
180.4 196 6 


193.8 


SOURCE: AMERICAN GAS ASSOCIATION 

oF ain tor emma te 2 

AJATURAL gas reserves in the United: States more than kept pace 
with the rapid expansion of the nation’s gas pipeline system in 1951. 

At. the end of ‘that. year, 8.2 trillion cubic feet had been added to the 

proved recoverable. reserves despite an all-time record withdrawal of 

nearly 8 trillion cubic feet. While proved reserves reached a new peak 

of*193.8 trillion cubic feet, some experts estimate 500 trillion cubic feet 

of. natural gas: are still, underground. 
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Month of December Calendar Year 1951 

Electric Gas Electric Gas 
Revenues ........... 7.7% 10.3% 9.3% 18.7% 
Net from Operations 15.7 15.1 1.5 8.0 
Net Income ........ 18.8 19.4 D 5 2.6 
Net Utility Plant .. —— == 9.3 19.8 


e 


Another consideration which should be 
taken into account is the fact that some 
utilities are able to sell their common 
stocks at prices well above book values, 
because of the past heavy write-offs of 
plant values or for other reasons. In such 
cases the yield cost of new common stock 
issues would be higher, when converted 
into terms of book value per share, in 
connection with estimates of fair return 
on the rate base. 


* 


Natural Gas v. Electric Utility 
Earnings in 1951 


Nn the month of December, 1951, nat- 
ural gas companies vied with electric 
utility companies to make the best show- 
ing in relation to 1950. The percentage 
gains over 1950 compare as shown in 
above table. 


e 


For the calendar year, natural gas 
customers increased 5.2 per cent, while 
the number of electric gained 3.5 per 
cent. 

Gas sales in McF increased 15.8 per 
cent, as contrasted with a gain of 10.1 
per cent in kilowatt-hour sales. The gas 
companies suffered less from promotional 
rate schedules than the electric compa- 
nies, or possibly obtained larger rate in- 
creases. The average residential gas rate 
was down only slightly, revenues gaining 
14 per cent compared with an increase of 
14.9 per cent in McF sales. In the com- 
mercial business revenues gained 13 per 
cent versus 11.9 per cent for McF; and in 
the industrial sales, there was a sharper 
relative gain with revenues up 15.4 per 
cent versus 11.3 per cent for MCF. 

On page 511 is shown a comparison 
of net income before income taxes and 


TABLE II 
ANALYSIS OF EQUITY COST RATIOS 


“New Capital’ Common Stock Offers ($5,000,000 and over) 
Of Electric Utility Operating Companies 1948-51 


All offers (as described above) ...............- 
Offers over $10,000,000 
SN Oh IND, cn wnesccuacceesesececss 
GO OP NIE 6 scene nsncessecncdesesécogcees 
Companies with dividend coverage of 1.3 to 1.7* .. 
Price set within few days of prospectus ........ 
RO SNE i052 incncetneccnceniapesas 
Company’s bonds rated by Moody at Aa or better 
A or better 

Underwritten, bonds rated A, and stock priced 
EE SOUURSEIS GND ov ncccccsesccsenceesccss 
Same—dividend coverage of 1.3 to 1.7* .......... 


eee eee ee ee eee ee 


Exclud. Cos. with 


Offers As Recent Rate 
Described Increases 
No.of Average No.of Average 
Offers Ratio Offers Ratio 
59 10.6% 51 10.9% 
24 9.9 19 10.3 
44 10.6 38 10.9 
15 10.7 13 10.9 
39 10.0 35 10.2 
54 10.6 47 10.9 
48 10.5 41 10.8 
23 10.0 19 10.4 
46 10.4 39 10.7 
36 10.1 30 10.5 
27 10.0 24 10.2 


*Indicated dividend coverage (number of times dividend earned) averaged 1.6 for the 


entire 59 companies. 
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A & B Natural Gas 
Companies 
1950 Increase 
$179.3 
2 


90.6 
$270.1 


e 


A & B Electric Companies 
1951 1950 Increase 


$ 818.0 $ 821.9 
8.2 3.0 
450.3 


601.7 
$1,427.99  $1,275.2 


1951 
$183.9 
7 


125.3 
$309.9 





Net before Income Taxes 


EPT for the gas and electric industries 
for 1950-51, in millions of dollars. 


e 
DPA Increases Power 


Expansion Program 


ties Defense Production Administra- 
tion has raised the 3-year goal 
(1952-54) for the expansion of the ca- 
pacity of electric utilities from 30,000,000 
to 32,000,000 kilowatts. This program 
will bring estimated total capacity up to 
107,000,000 kilowatts for class one utili- 
ties, which produce some 95 per cent of 


the total power used by the public (ex- 
cluding industrial power plants and some 
of the smaller utilities). Action by DPA 
was necessary in order to schedule gov- 
ernment assistance in allocation of scarce 
materials, etc. The amended plan now 
calls for adding about 9,000,000 kilowatts 
this year, 11,000,000 next year, and 12,- 
000,000 in 1954, (Seven million was 
added last year.) 

The increase in the program resulted 
from the report to DPA made by the 
Morehouse Committee, which was re- 
viewed in this department in the Febru- 
ary 14th issue. 


e 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


——Share Earnings* 
Cur- Freq. 
Div. rent Cur. %oIn- Of Re- 
Rate Yield Period crease ports** 


$3.00# 48% # $4.38) 4% my 
80 64 1.01d — ay 
1.00 1.47s 12 ay 
1.30 1.66) 10 my 
1.60 1.93d D26 ay 
4.00 a 


1950 
Rev. 
(Mill. ) 
$168 

17 


3/20/52 
Price 
About 


American G. & E, ...... 62 
Arizona Public Service .. 124 
Arkansas Mo. Power ...- 16 
Atlantic City Elec. ....... 24 
Bangor Hydro Elec. ..... 27 
Beverly G. & Ey ...cccse 51 4.13d 31 

Black Hills P. & L 1.28 1.94; D6 ay 
Boston Edison 2.80 3.16d 1 ay 
California Elec, Pr. ..... 60 54d D24 ay 
Calif. Oregon Pr. ...... 1.60 1.83d 13 b 
Const F. Bx 4.06558 2.00 3.05f 
Cen. Hudson G. & E. .... .60 72d 
Central TH. FE. @ G. ...... 1.30 2.36d 
Central Ill. Light 2.20 2.86£ 
oo | 8 ae 1.450 
Central La. Elec. ....... 2.94d 
Central Maine Power ... 1.43 
Comtsal & S. W.. <..000.- 1.34d 
Central Vermont P. S. .. 1.17f 
Cincinnati G. & E. ...... 

Citizens Utilities 
Cleveland Elec. Illum. ... 
Colorado Cent. Power .. 
Columbus & S. O. E. .... 
Commonwealth Edison .. 
Community Pub, Ser. ... 
Concord Electric 
Connecticut L. & P. .... 


a 
be 


5 
18 


my 
ay 
bq 
mcy 
ay 
ay 
my 
ay 
my 
qy 
qc 
ay 
qc 
qy 
ay 
ay 
a 
mcy 
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2.89d 
2.25f 
3.68d 
1.34d 
1.84d 
1.93d 
1.16s 
2.52d 
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——Share Earnings*. . 
1950 3/20/52 Cur- Freq. Price- Div. 
Rev. Price Div. rent Cur. % In Of Re- Earn. Pay- 
(Mill.) (Continued) About Rate Yield Period crease ports** Ratio out 


2.34d D7 ay 158 
2.26d — ay 15.0 
1.67d D7 ay 162 
2.63f D2 137 
2.74d D4 128 
168d Di4 
2.08dx 8 
1.69f D2 
5.694  D20 
1.83} 5 
2.10d 1 
3.12d Dis 
129d DI5 
2.50d 3 


Connecticut Power 2.25 
Consol, Edison 

Consol, Gas Balt. ....... 
Consumers Power 
eS A ae 
Delaware P. & L. 

Derby G. & E 

Detroit Edison 

Duke Power 

El Paso Electric 

Empire Dist. Elec, ...... 
Fitchburg G. & E. ...... 
Florida Power Corp. .... 
Florida P. & L. 

General Pub. Util. ...... 
Green Mt. Power 

Gulf States Util. ........ 
po § 4 eee 
Haverhill Electric 
Houston L, & P 

Idaho Power 

Illinois Power 
Indianapolis P. & L. .... 
Interstate Power 

Towa Elec. L. & P. ...... 
Iowa-Ill. G. & E. ........ 
Iowa Power & Light .... 
Iowa Pub. Service 

Iowa Southern Util. .... 
Kansas City P. & L. .... 
Kansas Gas & Elec 
Kansas Pr. & Lt. 
Kentucky Utilities 

Lake Superior D. P. .... 
Lawrence G. & E. 

Long Island Lighting ... 
Louisville G, & E. ...... 
Lowell Elec. Lt. ......... 
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Michigan G. & E. 
Middle South Util. ...... 
Minnesota P. & L. 
Missourj Edison 
[eae 
Missouri Utilities 
Montana Power 
Mountain States Pr. .... 
New England Elec. ..... 
New England G.& E. .... 
New Orleans P. S. ..... 
Newport Electric 

N. Y. State E. & G. .... 
Niagara Mohawk 

North American 
Northern Ind. P. S. ..... 25 
Northern States Pr. ..... 
Northwestern P. S. ..... 
Ohio Edison 

Oklahoma G. & E. 

Otter Tail Power 


APR. 10, 1952 


ss 
ss 
Rau TSunurva SianBRESoBSRNSFBARLAGVa PSR waBlaNSessese 


DD tt et et 


RSIBRSSeRSouyveyas 


el ell eel el eS Bad 


Naw 
on 
LIN wn ‘ 
Nr 00 SOWNUN CSW WWOWNOUNSOROSONUUNONEH DUAN ROANM int poo hininb hoe 


O 
S 
S 
S 
S 
S 
Oo 
Ss 
Cc 
O 
S 
O 
S 
S) 
S 
oO 
S 
Cc 
O 
S 
S 
Ss 
S 
S 
O 
S 
S 
O 
O 
Ss 
O 
Ss 
oO 
O 
O 
S 
S 
oO 
O 
O 
Cc 
O 
S 
S 
O 
Cc 
O 
Ss 
Cc 
S) 
oO 
O 
O 
S 
Ss 
S 
O 
Ss 
O 
Ss 
Ss 
oO 


poeene. . 
$588 





FINANCIAL NEWS AND COMMENT 


(Continued) 


i ae eee 35 
A eS 1 
Penn Power & Light .... 
Penn Water & Power .... 
Philadelphia Elec. ....... 


Portland Gen. Elec. 


3/20/52 
Price 
About 


Potomac Elec. Power ... 


Pub. Serv. of Colo. 


Pub. Serv. E. &G. ...... 


Pub. Serv. of Ind. 
Public Serv. of N. H. 


Public Serv. of N. M. ... 


Puget Sound P. & L. 
Rochester G, & E. 
Rockland L. & P. 


San Diego G. & E. ...... 
Scranton Elec. 


Sierra Pacific Power . 


So. Calif. Edison 


So. Carolina E. & G. 


Southern Colo, Pr. ...... 


Southern Company 
G.&E 


So. Indiana 


Div. 
Rate 
2.00 
1.10 


De 
s 


Noe NS ——— 7} 


— 


Cur- 
rent 
Yield 
5.7 


——Share Earnings* 
Freq 

Of Re- 

ports** R 


Cur. 
Period 
2.08d 
1.57d 
2.33) 
2.24d 
2.03d 
2.76j 
1.12d 
2.10d 
2.13d 
2.173 
1.71f 
86s 
1.62d 
2.24d 
68s 
1.20) 
1.09) 
1.90) 
2.81d 
45n 
82n 
1.07} 
1.91f 


% In- 
crease 
D5 
11 
10 


D12 
D1 


bq 
my 
my 
qc 
ay 
c 
qy 
ay 
qc 
c 


mcy 


qy 
my 
qy 
b 

b 
my 
my 
qy 


mcy 


my 


1.41f 
1.32} 
1.98d 
2.91; 
2.78) 

91d 
2.38d 
2.38d 
1.41s 
2.35} 


Southwestern E. S. 
Southwestern P. S. 

Se. Pose &.. & PB. 6nccces 
Tampa Electric 

Texas Utilities 

Toledo Edison 

Tucson G. E. L. & 
United Illum. 

Upper Peninsula Pr. ..... 
Utah Power & Light .... 
Virginia E, & P. 

West Penn Elec. 

West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ..... 
Wisconsin E. P. 
Wisconsin P. & L. ...... 
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Averages 
Canadian Compamestt 
C Brazilian Trac. L.& P... 
C Gatineau Power 
C Quebec Power 1.17d Di11 
C Shawinigan Water & Pr... 1.84d D7 
Cc Wi El 2.44dx D4 15.6 


dx—December, 1950. s—September, 1951. o—October, 1951. n—November, 1951. d—Decem- 
ber, 1951. j—January, 1952. f—February, 1952. B—Boston Exchange. C—Curb exchange. 
O—Over-counter or out-of-town exchange. S—New York Stock Exchange. D—Decrease. 
E—Estimated. NC—No comparable figures available. PF—Pro forma. *If additional common 
shares have been recently offered, earnings are adjusted to give effect to the offering. Per- 
centage change is in the balance available for common stock. t7While these stocks are listed on the 
Curb, Canadian prices are used. (Curb prices are affected by exchange rates, etc.) #Stock 
dividend also paid in 1951. **The following symbols are used in this column to indicate the 
periods and frequency of earnings reports: a—Calendar year only. b—Twelve months only 
(reported monthly). bg—Twelve months only (reported quarterly). c—Cumulative months and 
twelve months. m—Month only. mc—Latest month and cumulative months. mcy—Latest month, 
cumulative months, and twelve months. mqy—Latest month, three months, and twelve months. 
my—Latest month ‘and latest twelve months. q—Latest quarter only. qc—Quarters cumulatively. 
qy—Latest quarter plus last twelve months. 
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HE serious condition in which the 
transportation industry now finds it- 
self in the United States was the subject 
of a recent address before the Newcomen 
Society by Colonel S. H. Bingham, chair- 
man of the Board of Transportation, city 
of New York, Colonel Bingham, whose 
long experience in the transportation 
field both in Great Britain and America 
has given industry-wide significance to 
the recent “formula” which bears his 
name, warned his audience that “Unless 
we change our course we... will find 
ourselves with a nationalized transporta- 
tion system which none of us wants.” 
Reviewing the causes which led Britain 
to nationalize her transportation system, 
Bingham expressed the belief that pro- 
gressive private management can do a 
better job, and do it at lower costs, pro- 
vided the industry in America profits 
from the mistakes of Britain which made 
nationalization inevitable. He listed two 
basic reasons for the difficulties the in- 
dustry now faces and the increasing agita- 
tion for nationalization as a solution: (1) 
Our thinking about the economics of these 
industries is confused; and (2) the tre- 
mendous time lag which exists between 
the conditions under which transportation 
operates today and the origin of the laws 
that regulate it. Colonel Bingham ob- 
served : 


Under normal operating conditions, 
and within the legal restrictions im- 
posed upon urban transit and the rail- 
roads, it has been virtually impossible 
for many private owners to operate at 
profits. At the same time it is generally 
admitted that these industries are 
among the most essential in our econ- 
omy both in time of peace as well as 
war, and cannot be permitted to sus- 
pend operation—even for the shortest 


What Others Think 


Does the Bingham Formula Mean 
Nationalized Transportation? 


period. Apparently, the conclusion is 
then drawn that since private transpor- 
tation cannot operate profitably under 
present conditions, and operation must 
be maintained—the government must 
take over. 

This, I maintain, is seeking to solve 
real problems by magic, instead of 
looking for the solution in the facts. It 
is based on the fallacy that by govern- 
ment ownership we escape the opera- 
tion of the laws of economics, and can 
get transportation services without 
paying for them. Nationalization will 
not solve our problems, It will only ob- 
scure the solution. We must seek the 
answer by studying the causes of our 
difficulties . . . 

If we want to continue to strengthen 
private ownership and operation in the 
transit industry we must either change 
the industry to enable it to operate at a 
profit under present legal restrictions, 
or if this is not possible we must change 
the laws to permit it to operate profit- 
ably. 

Actually, we must do both. The in- 
dustry and the laws both must be mod- 
ernized. 


Ors - Bingham stated that the pres- 
ent laws under which the industry 
operates date back a half-century when 
urban transit and the railroads were 
feared as monopolies, and declared that 
though this danger has long since passed, 
the laws and their administration have 
hardly changed in their effect. “In real- 
ity,” he stated, “rail and urban transit 
now need help and protection.” 

As far as urban transit is concerned, 
the transportation expert pointed to 
the increasing use of the private automo- 
bile as the principal cause of municipal 


APR. 10, 1952 514 





diff 


por 


as 


> ff F wet td = © 


wn 
o 
— 
an 


adc 
the 
ern 
the 
not 
tra: 
tait 
reg 
sta 
ow: 
effi 
gra 
rail 


roa 
Co 
“as 
he 

bot 
der 
me 
the 
ert: 
bor 
am 
wo 
em 





WHAT OTHERS THINK 


difficulties and the decline of mass trans- 
portation. He declared: 


It is obvious that if our cities are to 
avoid decentralization with its costs, 
some better method than the private 
auto is needed to carry the people of the 
city. Such a method is at hand in the 
existing mass transit systems, but 
transit systems have not been aided 
and encouraged to help the cities. 
Rather, they have been confined and 
cramped by old legal restrictions and 
choked in operations on the streets by 
the torrent of private cars. 


The railroads, he continued, find them- 
selves in an analogous position, with the 
additional handicap of having much of 
their competition subsidized by the gov- 
ernment. Continued private ownership of 
the railroads will depend on whether or 
not a way can be found to enable rail 
transportation to compete on a self-sus- 
taining basis, through clarification of the 
regulatory program. In addition, he 
stated, the railroads “must clean their 
own house and do more to provide that 
efficient, economical, adequate, and inte- 
grated service” that Britain’s nationalized 
railroads are required to provide. 


a” the event that all efforts fail to en- 
able city transit systems and the rail- 
roads to operate as private enterprises, 
Colonel Bingham urged consideration, 
“as a last resort,” of his formula which 
he feels “combines the best features of 
both private and public ownership.” Un- 
der his formula, he explained, the govern- 
ment would acquire without cash outlay 
the privately owned transportation prop- 
erties and would give in return revenue 
bonds issued for a specific term. Interest, 
amortization, and operating expenses 
would be met out of fares. With tax ex- 
emption, the total costs would then be low 


enough to enable the retention of a com- 
petitive rate of fare. 

Further clarifying his plan, Bingham 
stated : 


Operation of the enterprise would 
remain in the hands of the existing pri- 
vate management with over-all control 
vested in a board of directors. The 
board of directors would have govern- 
ment and bondholder representation, 
and would consist of men outstanding 
in the community and well versed in 
the operation of business enterprises. 
Existing private management would 
remain in operating control providing 
the balance sheet and operating state- 
ment show it to be successful and alert 
to its responsibilities. It would be given 
sufficient authority to run the property 
in the most efficient manner possible. 
The setup would be conducive to op- 
eration in the best traditions of private 
enterprise. 


Emphasizing once more that his for- 
mula should be applied only “after it has 
been demonstrated that private ownership 
cannot operate at a profit and provide an 
essential public service,” Colonel Bing- 
ham concluded : 


I cannot emphasize too strongly that 
nationalization of British industries has 
not solved their problems. On the con- 
trary, the industries in Britain which 
have been nationalized are the ones 
which present their greatest problem 
today. 


He said he felt it his duty “to bring this 
problem forcefully before the business 
leaders of America and urge them to avoid 
the pitfalls of compromise and to do their 
utmost to safeguard free enterprise. It is 
too late for Britain . . . but it is not too 
late for us!” 





Performance—Key to Enterprise Security 


Hm: P. LiversinGE, former chair- 
man of the board, Philadelphia 
Electric Company, in a recent speech 
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pointed to the electric light and power in- 
dustry as “an example of the American 
enterprise system in its finest form” and 
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declared that all industry must share the 
responsibility for maintaining the “cli- 
mate of freedom” in America necessary 
for real progress. The recipient of the 
William Penn Award of the Chamber of 
Commerce of Greater Philadelphia, Mr. 
Liversidge noted the growth of the use of 
electric power in a little more than a half- 
century, a growth which has brought 
about “an industrial renaissance so stu- 
pendous as to be beyond the imagination 
of those of us who were a part of this in- 
dustry” in its earliest days. 

Expressing confidence that “the in- 
herent good sense of a free American peo- 
ple” is sufficiently capable of overcoming 
some dangerous trends in the United 
States, the Philadelphia utility executive 
did not, however, underestimate the diffi- 
culties under which industry now oper- 
ates. He stated: 


Even the electric light and power in- 
dustry, with all its spectacular growth 
and its great contributions to this na- 
tion’s present standard of living, has 
had its full share of difficulties arising 
from elements within our national gov- 
ernment. The quasi-socialistic policies 
voiced by many government spokes- 
men are diametrically opposed to pri- 
vate enterprise. ... 

Traditionally, investor-owned utili- 
ties have stood foursquare against any 
encroachment of government. During 
the past several years in particular, we 
have proclaimed, and emphasized, the 


industry’s position to an ever larger 
public... 


R. LIVERSIDGE deplored the present 
trend of national thinking repre- 
sented by such projects as TVA, and 
warned that it constitutes “a very grave 
threat to the continuation of our consti- 
tutional rights under our well proven 
American enterprise system.” To the end 
that the concept of freedom and hope of 
reward will remain a cornerstone of the 
American tradition, he said, all industry 
“must bear a heavy share of this respon- 
sibility. Words alone will not stem the 
tide of Federal competition. It requires 
enterprising performance in the role of 
public service. It requires that industry 
be implemented by public opinion and 
educated to the dangers to their well- 
being, indeed to their very existence. 

“No business is more keenly alive to 
this than the electric utilities . . .” 

Mr. Liversidge concluded by declaring 
the success of his own company has been 
a measure of Philadelphia’s success. “In- 
dustrially,” he explained, “Philadelphia 
is an excellent barometer by which to 
measure the economic well-being of the 
nation.” He noted that the products of 
the diverse industries located in Philadel- 
phia “touch almost every aspect of our 
lives, the pioneering in new methods to do 
old things better; new ways to do new 
things—all contribute to the economic 
progress and prosperity of the community 
and the nation.” 





Inflation Plagues Telephone Industry 


GRAPHIC description of the impact 
A of inflation on the utility industry 
was recently given by Donald C, Power, 
president of the General Telephone Cor- 
poration. Mr. Power told the forty- 
seventh annual meeting of the Texas 
Telephone Company that the greatest de- 
mand for telephone service in the history 
of the industry, coupled with rising costs, 
has presented the telephone companies 
with a challenge few American industries 
have ever had to face. Power said that 


the form of inflation having the greatest 
impact on the utility industry is the in- 
flation of the money supply, which has 
brought about a decrease in the price of 
funds and the value of money, resulting 
in lower interest rates and lessened pur- 
chasing power. He said: 


Regulation in general has used the 
lower interest charges as an excuse to 
reduce the rate of return but has failed 
to measure the decline in the purchas- 
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ing power of the dollar by adjusting the 
rate base to present value on the basis 
of such dollars. As a result, we get a 
low rate of return on a rate base which 
is wholly unrealistic in the light of 
present-day values. 


Though inflation has hit other indus- 
tries too, Power pointed out that the util- 
ity industry, unlike nonregulated indus- 
tries, has not been able to adjust prices to 
meet rising operating costs because of in- 
adequate rate relief from regulatory com- 
missions. He stated: 


. . . rate revision—upwards, that is— 
is a slow process. It is so slow in fact 
that in most cases the increases when 
granted have already become inade- 
quate in the face of continually mount- 
ing costs of operation, The plain truth 
is that, by and large, rate relief in our 
business has been “too little and too 
late.” 


This great dilemma, he continued, 
“arises out of the fact that rates are fixed 
upon the basis of past facts but are to be 
effective for the future,” and until this is 
recognized by the commissions, and pro- 
vision made for it, a utility will never 
quite catch up. 


HE utility executive declared that 

the telephone industry must devote 
serious attention to educating both the 
public and the regulatory commissions to 
its situation. He complained that most 
opposition to rate increases has been 
“predicated upon a mass appeal to the 
sentiments in . . . a mistaken belief that 
a public service is being performed.” 
Power said: 


.. . Actually, this type of opposition 
is a real disservice to the community 
served by the telephone company for 
if it succeeds it merely means that the 
telephone service of the community in- 
volved is hampered and the community 
suffers from the consequent lack of this 
necessary and vital facility. ... 


He did not deny, however, that some 
understanding of the industry’s problem 
is being encountered. In evidence, Power 
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pointed to a statement of the Wash- 
ington Public Service Commission in its 
recent decision in the Oregon-Washing- 
ton Telephone Company rate case: 


It is our duty to allow a public util- 
ity a return upon its investment that 
will accord the utility a net income suffi- 
cient to enable it to attract needed capi- 
tal for the expansion of its services and 
facilities and to insure the continuance 
of an adequate and efficient communi- 
cations system. 


He also referred to a recent decision 
of the circuit court of Marion county, In- 
diana, which set aside a rate increase or- 
der of the Indiana commission that did 
not recognize reproduction cost value in 
calculating the rate base. The court 
awarded the Indiana Bell Telephone 
Company $6,000,000 more than the com- 
mission had allowed. 


— placed some of the blame for the 
industry’s failure to secure the earn- 
ings it ought to have on the industry it- 
self, On this point he said: 


. .. In many instances, we have been 
too slow to recognize our need for ad- 
ditional revenue and in many cases, 
even after we have recognized that 
need, we have been delinquent in our 
pursuit of a remedy. We have not in 
many cases been as aggressive as we 
should have been, and by our failure 
in these respects, we have neglected 
our obligations to the public which we 
serve and to our shareholders. We have 
neglected our obligations to the public 
because, by our failure to secure ade- 
quate earnings, we have impaired our 
financial strength and thus lessened our 
ability to expand and improve our fa- 
cilities to meet the public demand; 
and, of course, we have been neglectful 
of our interest to our shareholders be- 
cause we have not preserved the in- 
tegrity of their investment, 


Mr. Power concluded by emphasizing 
the great importance of the telephone in- 
dustry and the demands made upon it 
now and that will be made in the future. 
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Pipeline Plan Shelved 


 }- Gulf-Michigan Gas Transmis- 
sion Corporation recently notified 
the Federal Power Commission that it 
was withdrawing its application for per- 
mission to build a $90,000,000 natural 
gas pipeline from Texas and Louisiana 
gas fields to northern Indiana. 

E. P. Kramer, vice president, listed 
two reasons for the company’s decision 
to drop the project at this time. He said 
the company had been unsuccessful in its 
efforts to obtain an adequate gas supply 
for the proposed line. He added that “the 
cost of money to establish pipeline com- 
panies has increased to a point where 
debt money and preferred stock issues 
represent so large a proportion of the 6 
per cent return allowed under the appar- 
ent current policy of the commission that 
to finance a new project would not be 
feasible.” 

Gulf-Michigan withdrew its petition, 
however, “without prejudice to the right 
of said applicant to file a like application 
when it deems it feasible to do so.” 


TVA Coal Purchases 


VA officials have been questioned 
recently in Congress on a matter 
which may or may not blow over as a 
result of an “expose” of coal-purchasing 
practices by the affiliated Chicago 
Tribune and Washington, D. C., Times- 


> 


Events 


In General 


Herald. These dailies allege that the 
authority has gone out of its way to give 
contracts to “shoestring” mine operators 
or new corporations hitherto unknown in 
the coal-mining industry ; in some cases, 
mines with no machinery, or machinery 
incapable of delivering the quantity re- 
quired. 

A signed article in the Tribune by Carl 
Wiegman refers to TVA coal bids award- 
ed to questionable characters, while 
cheaper ton price offerings of reputable 
dealers were not considered by TVA. 
Chairman Gore (Democrat, Tennessee) 
of the TVA House Appropriations Sub- 
committee, hastily called a closed session 
to get an explanation from TVA. 

Following this closed session, Repre- 
sentative Gore was somewhat noncom- 
mital about whether any further investi- 
gations would be made. But he did say 
that he was satisfied with the regularity 
of TVA procurement practices, and that 
the taxpayers would not lose a dollar as 
the result of TVA coal purchases. But 
a Republican member from Tennessee 
(Representative Baker) was still trying 
to get open hearings on these charges, to 
be held at Knoxville, where records of 
TVA coal purchases and the companies 
involved would be accessible. Baker has 
always supported TVA and said he 
would not fight any TVA appropriations 
in this instance. But he seemed to think 
that TVA was not giving enough consid- 
eration to some Tennessee coal men. 


California 


Gas Rates Raised 


ie Southern California Gas Com- 
pany recently was granted a $4,- 
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890,000 annual rate boost on an interim 
basis pending final ruling on its applica- 
tion for a permanent hike of $17,000,000 
yearly. The increase, allowed by the state 


The March of 
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public utilities commission, is expected to 
add about 22 cents a month to the aver- 
age domestic bill. 

Hearings on the permanent increase 
request were scheduled to resume at Los 
Angeles on April 3rd, it was announced. 

Vote of the commission on the interim 
increase was 3 to 1, with Commissioner 
Peter E. Mitchell dissenting. Mitchell 


OF EVENTS 


contended that the company had failed 
to show that a “financial emergency” ex- 
isted that entitles it to the temporary 
boost. 

The majority vote, however, repre- 
sented opinion that the utility concern 
had “made a case” on the basis of need 
for a broader revenue base if its credit 
is to be maintained. 


Massachusetts 


Seeks Advisory Opinion 


wN advisory opinion from the state 
supreme judicial court was asked 
last month by the state legislative com- 
mittee on the judiciary as to the consti- 
tutionality of proposed legislation which 
would prevent introduction of new evi- 
dence in appeals to the court from deci- 
sions of the state public utilities com- 
mission. 

Backed by Governor Dever, who un- 
successfully sought enactment of a 
similar bill last year, the measure would 
restrict appeals to the facts presented at 
hearings of the state commission. Advo- 
cates of the bill contend that utility com- 
panies, under present law, could obtain 
reversals of commission decisions by 
withholding facts and subsequently sub- 


mitting them to the state judicial court. 


Gross Tax on Utilities 


A= proposing the imposition of an 
additional 2 per cent state tax on 
the gross receipts of public utility com- 
panies was adversely reported to the 
state legislature last month by its com- 
mittee on taxation. 

Revenue received from the proposed 
additional tax would have been distrib- 
uted to the cities and towns in which the 
company paying the levy did business. 

The senate recently passed the house- 
approved bill to provide strict penalties 
for the failure of the natural gas pipeline 
companies to return land under which 
they have laid pipes to their original 
condition. 


Pennsylvania 


To Change Rate Appeals 


Hw A. Scracc, of Scranton, 
new chairman of the state public 
utility commission, said recently he 
would recommend that the agency write 
an order which could be appealed to the 
superior court in every case in which new 
utility rates go into effect automatically. 

At present, when the commission be- 
lieves new rates are justified, it writes 
no order; thus, the rates go into effect 
by default and there is no action from 
which a city or other potential com- 
plainant could appeal. 

Scragg said he would recommend to 
the other four members of the commis- 
sion that the system be changed. 
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“When we allow a rate increase to go 
into effect,” he said, “I feel that anyone 
who disagrees with our action ought to 
have the right to have our position re- 
viewed by the superior court.” 

He said he believed the other commis- 
sioners would agree to the change. 


Files Rate Increase 


ob Pennsylvania Electric Company 
of Erie recently filed with the state 
public utility commission a $3,558,000 
rate increase, effective May 20th, which 
if approved would affect 323,985 resi- 
dential, commercial, and industrial con- 
sumers in 24 counties in western and 
south-central Pennsylvania. 
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A company spokesman said the in- 
crease amounted to 7.8 per cent, but 
would net less than $1,584,000 after 
taxes. He said the rate of residential 
consumers would rise about two cents a 
day, while that of other electric users 


would go up an average of 6 per cent. 

According to a statement, the com- 
pany’s net income of $6,597,000 for last 
year was about $1,000,000 less than in 
1949, which was the second consecutive 
year that net income showed a decrease. 


- 
Washington 


Public Ownership Loses 


ALE of the Washington Water Power 
Company to three public utility dis- 
tricts of the state apparently was blocked 
permanently when the directors of Amer- 
ican Power & Light Company in New 
York recently voted unanimously to dis- 
tribute the water power stock to Amer- 
ican’s stockholders. 

Unless halted by further court injunc- 
tions, this was believed to mean that the 
bitter fight over control of the Washing- 
ton Water Power Company has been 
won by the advocates of private owner- 
ship. President Howard L. Aller of 
AP&L had sought to sell the properties 
to the PUD’s. The board’s action opens 


the way to early compliance by the com- 
pany with the orders of the Securities 
and Exchange Commission, it was ex- 
plained. 

Former United States Senator C. C. 
Dill said the decision of AP&L to dis- 
tribute stock of the Washington Water 
Power Company “apparently was the 
loss of another battle for public owner- 
ship in eastern Washington, but it is not 
the end of the fight.” 

Dill is a public power advocate and an 
attorney for Pend Oreille County Public 
Utility District, one of the three districts 
seeking to purchase Washington Water 
Power. The other two PUD’s are in 
Stevens and Chelan counties. 


Wisconsin 


Rate Hearing Closed 


HE state public service commission 

recently closed a telephone rate 
hearing that had been going on for al- 
most a year and which resulted in a 
transcript of 2,074 pages, 72 exhibits, 
fourteen days of testimony, and a $3,- 
705,000-a-year rate increase for the Wis- 
consin Telephone Company. 

The commission took under advise- 
ment the protests of city attorneys of 
Milwaukee, Racine, Madison, and Janes- 
ville that the utility’s allocation of in- 
creases among its 91 exchanges was un- 
fair. It was not expected to rule on the 
company’s schedule of rates for several 
weeks. 

The recent increase, the fifth granted 
the company since November, 1947, 
brought the total amount of increases to 
$17,246,000 a year. 

Harry Slater, Milwaukee’s first as- 


sistant city attorney, noted that the lat- 
est increase was designed to bring the 
company a return of 5.7 per cent on its 
investment. But the rates set for the 
Milwaukee exchange, he said, would 
bring 6.4 per cent. 

“Milwaukee should not be required to 
subsidize the rest of the state,” he said. 
“The phone rate should not be based on 
the ability to pay, and that is what the 
Wisconsin Telephone Company is doing 
with the Milwaukee rate. . 

“The company’s schedule is arbi- 
trary, a makeshift, and it has no rhyme 
or reason to it.” 

Slater struck at the utility’s argument 
that a telephone was more valuable in a 
large city because a subscriber could talk 
to more persons without paying long- 
distance rates and, therefore, users 
should pay more. 

“A telephone is a telephone,” he said. 
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City Loses Fight against Statewide Rate Making 


PROCEEDING brought by the city of 
New York to review a commission 
order authorizing a general telephone 
rate increase was decided by the New 
York Supreme Court in favor of the com- 
mission. The city based its attack on the 
claim that the method used by the com- 
mission in apportioning the rate increase 
among the various exchanges of the 
company discriminated against New 
York city residents. 

The court pointed out that “many 
years ago as telephone service expanded 
and improved the ‘statewide method’ in 
telephone service rate making was adopt- 
ed in place of the ‘local area method’ 
which at one time was in use.” 

The decision of the commission to ap- 
portion the rate increase among the ex- 
changes according to the extent or value 
of service available in an exchange area 


was considered fair and proper. This 
method was preferred to an apportion- 
ment based on the cost of service in each 
exchange considered as a separate unit. 
The value-of-service method, the court 
continued, results in the percentage of 
authorized increase in earnings becom- 
ing larger with the size of an exchange. 

The court ruled that the fact that dif- 
ferences existed in the company’s ex- 
change rates did not indicate that some 
of these rates were discriminatory. 
Throughout the company’s service area, 
a marked dissimilarity in the circum- 
stances and conditions under which it 
rendered service was noted. The com- 
pany’s rates were found to be equal with- 
in those exchanges where like services 
were rendered under like circumstances. 
City of New York v. Feinberg et al. 109 
NYS2d 131. 


& 


Local Company Transmitting Interstate Electricity 
Subject to Federal Regulation 


HE Arizona Edison Company, al- 

though doing no business outside of 
the state of Arizona, is subject to the 
Federal Power Commission’s jurisdic- 
tion because it transmits electricity in 
interstate commerce. In so ruling, the 
United States Court of Appeals upheld 
an order of the Federal Power Commis- 
sion (1950) 84 PUR NS 3, which was 
reversed by the United States District 
Court. 

The company owns and operates an 
electric business solely in Arizona, sell- 
ing directly to ultimate consumers. It 
makes no sales for resale. However, the 
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company receives out-of-state energy at 
high voltage and transmits it without 
diminution to its substations to be 
stepped down for local distribution, 

The appeals court upheld the commis- 
sion’s contention that local distribution 
does not begin until the transmission in 
bulk in high voltages has ended and sub- 
division of the energy for delivery to cus- 
tomers at the lower consumable voltages 
begins. Until the energy reaches the sub- 
station, the company is simply complet- 
ing the process of interstate transmission, 
it was held. 

The court relied on Federal Power 
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Commission v. East Ohio Gas Co. 
(1950) 338 US 464, 82 PUR NS 1, to 
justify its conclusion. In that case the 
court pointed out that the Natural Gas 
Act applied to the transportation of nat- 
ural gas in interstate commerce but not 
to local distribution or to facilities used 
for such distribution. The court held 
that by facilities for local distribution 
Congress meant equipment for distribut- 
ing gas among consumers within a par- 
ticular local community, not high-pres- 
sure pipelines transporting gas to the 
local mains. The two cases, both factual- 
ly and in the statutory framework, were 
considered strikingly similar. 

The court held that the commission 
properly determined the question of cov- 
erage under the act, as against the con- 
tention that a determination of public 
utility status was a judicial rather than 
a commission matter. To hold otherwise, 
the court said, would result in piecemeal 
administration of the Federal Power Act 


and might deprive the courts of the in- 
formed judgment of the commission on 
so fundamental a question. 

The commission urged that in an en- 
forcement proceeding the district court 
could not inquire into the correctness of 
its determination of coverage under the 
act. This argument was rejected. The 
court held that the district court had the 
power to scrutinize the orders sought to 
be enforced to determine whether the 
commission has “patently traveled out- 
side the orbit of its authority.” In so 
ruling, the court discussed the scope of 
procedure relating to direct attacks on 
commission rulings in district court en- 
forcement proceedings as distinguished 
from full appeal and review procedure in 
the United States Court of Appeals. The 
court reversed the cause for further 
proceedings, after concluding that the 
commission’s order was not invalid on 
its face. Federal Power Commission v. 
Arizona Edison Co. Inc. — F2d —. 


es 


Inflationary Costs Basis for Telephone Rate Increase 


HE Florida commission authorized 

the Southern Bell Telephone & 
Telegraph Company to increase intra- 
state rates in order to cope with the high- 
ly inflationary economy now gripping the 
country. The net operating income to 
which the company was deemed to be 
entitled was calculated by applying 6 per 
cent to the rate base. In addition, an al- 
lowance was made to provide for the de- 
pressing effect of high construction costs 
on earnings. The commission concluded 
that a return of 6.12 per cent was reason- 
able and adequate. 

The company claimed that it was en- 
titled to an additional one per cent re- 
turn because of the losses incurred upon 
the replacement of property at higher 
cost levels, owing to the decline of the 
purchasing power of the dollar. This 
would reimburse the company for the 
additional replacement costs over the 
amount presently being provided through 
the depreciation reserve account. The 
commission rejected the claim, however, 
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holding that the company was not en- 
titled to reimbursement through earnings 
of any amount representing the differ- 
ence between original and replacement 
cost. 

The expense allowance for license con- 
tract fees paid to the parent telephone 
company, the commission held, should 
be based upon actual costs rather than a 
percentage of gross revenues. However, 
it said that because of its limited appro- 
priations it had not been able to refute 
the parent company’s claim that the 
license services were being furnished at 
less than cost. 

Although admitting that current pen- 
sion payments should be allowed as op- 
erating expenses, the commission refused 
to allow payments into the company’s 
pension fund to arrest the growth of its 
unfunded actuarial liability. It said that 
the effect of allowing such “freezing” 
payments as a current operating expense 
would relieve subscribers of a past period 
and place all of the burden on today’s 


522 





PROGRESS OF REGULATION 


users of the company’s telephone serv- 
ices. 

Present subscribers should not be 
saddled with the deficiency in the pay- 
ments to the pension fund. 

The commission, in referring to its 
rate-making functions during this period 
of inflation, said: 


During such a period as this there is 
always the temptation in a rate case to 
attempt to exert some influence toward 
holding the line against further infla- 
tion. However, regulatory commis- 
sions such as this have not been cre- 
ated for that purpose, but are governed 
by specific legal principles which are 
calculated to produce rates during 
periods of inflation or depression 
which are fair and reasonable to the 


ratepayer and which, at the same 
time, will allow the utility to earn a 
fair return on the value of its property 
used and useful in rendering the pub- 
lic service. 

It is the policy of this particular 
commission to keep these well-estab- 
lished legal principles constantly in 
mind when fixing rates for any public 
utility, rather than yielding to the nat- 
ural desire to attempt to exert some 
unwarranted influence upon the infla- 
tionary tendencies of the period. 

Such has been our approach to the 
many problems which have confronted 
us in the present case. 


Re Southern Bell Teleph. & Teleg. Co. 
Docket No. 3151-TP, Order No. B.T. 
288, January 29, 1952. 


e 


Pole Attachment Expense Reduced 


TELEPHONE company’s payment of 
$2 for each telephone attachment 
connected to an electric company’s poles 
was considered excessive by the Wiscon- 
sin commission, for rate-making purposes. 
The commission, in approving a $l 
charge, said that the $2 charge ap- 
peared to be discriminatory because the 
bulk of attachments were in outlying 
areas and the relative loading of the pole 
was greater for the electric company than 
the telephone company. The commission 
also pointed out that there was no cost 
study of attachments in the area justify- 
ing the reasonableness of a flat charge 
rather than a scaled charge based on rela- 
tive loading. 
A request for an additional charge for 
depreciation on the theory that the com- 
pany would be forced to convert to dial 
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central office equipment within five years 
and that there would be a deficiency in 
reserve if present equipment were retired 
within that time was dismissed. The 
commission held that such theory was too 
speculative and unreasonable and that 
conversion might not be necessary. 
Either a change in economic conditions 
in the next five years or an increased dif- 
ferential between one- and 4-party lines 
would force subscribers to take a lower 
grade of service and make more lines 
available at the switchboard. 

Rates proposed by the company that 
would yield a return of 9.3 per cent were 
considered excessive and the commission 
modified such rates so that a return of 
6.5 per cent would be realized. Re Rhine- 
lander Teleph. Co. 2-U-3684, February 
6, 1952. 


Transit Service Operating at a Loss Discontinued 


A= company was authorized 
to discontinue operation because, 
said the Utah commission, a public utility 
cannot, in the absence of contract, be 
compelled to continue to operate at a loss. 
It was held that a utility, although de- 
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voting its property to the use of the pub- 
lic, does not do so irrevocably or abso- 
lutely, but on condition that the public 
shall supply sufficient traffic on a rea- 
sonable rate basis to yield a fair return. 
If at any time it develops with reason- 
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able certainty that future operations 
must be at a loss, the utility may sur- 
render its franchise, discontinue opera- 
tion, and dismantle and sell its physical 
properties, notwithstanding that a com- 
munity may be left without service. 

The commission, in determining that 
future service would be operated at a 
loss, noted the steady decline of pas- 
sengers transported and the fact that 


= 


such a situation had been aggravated be- 
cause of the repercussions of a recent 
strike and an increase in fares, Federal 
and state gasoline taxes had been in- 
creased. No dividends had been paid on 
outstanding common stock, and it was 
doubtful if any new capital could be 
attracted to provide for the purchase of 
new equipment. Re Ogden Transit Co. 
Case Nos. 2419, 3412, January 16, 1952. 


Existing Utility Rates Survive Merger of Corporations 


ce Missouri commission, in approv- 
ing the merger of two gas and elec- 
tric companies, found that no difficulty as 
to continuation of presently effective 
rates appeared to be imposed by reason 
of the merger. It observed that the law 
provides that a corporation surviving 
shall be subject to all the duties and 
liabilities of each of the merging corpora- 
tions. Consequently, it held that the sur- 
viving company must maintain utility 
service in the areas served by the com- 
ponent companies at the scheduled rates 
until rate changes are authorized pur- 
suant to law. 

The company surviving the merger 
was also authorized to issue common 
stock and first mortgage bonds and to 
execute a supplemental indenture secur- 
ing those bonds. Ratios of 44 per cent 
for capital stock capitalization and sur- 
plus and of 56 per cent for long-term 
debt, after the merger, were indicated. 
Prior to merger, the debt ratios of the 
two companies were 56 per cent and 50 
per cent. The commission held that the 


resulting debt ratio was not excessive. 
Net current assets of over a million dol- 
lars would be available to the surviving 
corporation. This was deemed sufficient 
to provide adequate working capital as 
well as funds for minor capital expendi- 
tures. 

For the past eight years the businesses 
of the two companies had been conduct- 
ed under common management. The 
territories served by the merging cor- 
porations were adjacent to each other. 
They were of the same general character 
and the services performed in the respec- 
tive territories were substantially identi- 
cal. It was concluded that merging the 
two would permit more efficient and eco- 
nomical use of equipment and personnel, 
facilitate interconnections assuring more 
reliable service, provide a larger and bet- 
ter vehicle for financing capital require- 
ments, and thus produce benefits for 
both the security holders and the con- 
sumers served by the companies. Re 
Missouri Pub. Service Co. et al. Case 
No. 12,260, December 12, 1951. 


@ 


Original Jurisdiction of Federal Court over 
Discrimination in Interstate Commerce 


A FEDERAL district court has original 
jurisdiction over a complaint for 


personal injuries alleging that a colored 
passenger in interstate commerce was 
required to relinquish a seat to a passen- 
ger of a different race and was required 
to move to the rear of the bus and stand 
while there were vacant seats in the 
white section, held a United States Court 
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of Appeals. Such conduct, it was pointed 
out, dangerously and unnecessarily in- 
creased the hazards of interstate com- 
merce. 

The bus company contended that the 
court had no jurisdiction of the subject 
matter because the Interstate Commerce 
Commission has exclusive primary juris- 
diction to determine whether such prac- 
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tices constitute an unreasonable or un- 
lawful discrimination under the Inter- 
state Commerce Act. The court held that 
the facts alleged, if true, violated the 
Interstate Commerce Act, and the bus 


company’s practices required no pre- 
liminary inquiry by a special administra- 
tive tribunal as to reasonableness. Lyons 
v. Illinois Greyhound Lines, Inc. 192 
F2d 533. 
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City Challenges System-wide Gas Rate Increase 


HE Michigan commission ordered 

that a gas company’s application for 
a rate increase be dismissed unless with- 
in ten days the company amended its ap- 
plication to include all areas subject to 
the commission’s jurisdiction. The com- 
mission pointed out that it was impossible 
for it to determine rates on a system-wide 
basis when the company’s application 
covered only a portion of the territory 
served. 

The city of Detroit made what the 
commission called a “forceful argument” 
against system-wide rate making. The 
city contended that since the company’s 
rates in various areas of the state were 
frozen under municipal franchises, the 
burden of any system-wide rate increase 
would fall on communities, such as De- 
troit, which do not enjoy franchise im- 
munity. Such a notion of rate making 
would enable the company to escape the 
consequences of any hard franchise bar- 
gain which it might have made in the 
past or might make in the future. The 


city visualized a situation where every 
community of the state but one might be 
operating under a franchise. In that 
event, the gas users of the lone com- 
munity would be compelled to subsidize 
consumers in every other area of the 
utility’s operation. 

The commission observed that this 
argument was valid, but only to the ex- 
tent that the company’s present rates 
were in fact fixed by franchises with 
separate communities. By reference to 
earlier cases, the commission showed that 
franchise rates were effective only in one 
area of the state and that there was a 
good chance that even in that territory 
the commission might have jurisdiction. 
Consequently, the commission concluded, 
so long as it refrained from fixing rates 
on a system-wide basis on an application 
covering only a portion of the territory 
within its jurisdiction, the consequences 
foreseen by the city would be averted. 
Re Michigan Consol. Gas Co. D-3430- 
52.1, February 27, 1952. 
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Court Allows Additional Fees in Holding Company Reorganization 


HE United States District Court al- 

lowed attorneys’ fees in addition to 
those allowed by the Securities and Ex- 
change Commission, in a proceeding un- 
der § 11(e) of the Holding Company 
Act, where it found that there was an 
agreement between a lawyer and the 
company for the payment of the addi- 
tional fee. Every party in interest ex- 
cept the commission thought the higher 
fee was reasonable. 

Otherwise, the court said, the manage- 
ment of a subject company would be im- 
potent to agree on an attorney’s fees if 
it should be against the commission’s 
pleasure. The “avowed paternalism” of 
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the commission for security holders un- 
der such circumstances could have no 
support “in accordance with legal stand- 
ards.” 

The court pointed out that Congress 
has not cloaked the Securities and Ex- 
change Commission with the fee-setting 
authority in proceedings under § 11(e) 
of the act. But the commission claims 
that this lack of legislative grant of power 
is remedied by the fact that it has been 
its consistent practice over a long period 
of time to exercise jurisdiction over fees 
in § 11(e) plans. The commission ad- 
mitted though that where a plan pro- 
vides for district court enforcement, the 
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court has jurisdiction to review an al- 
lowance which the company regards as 
excessive or a claimant regards as in- 
adequate. 

The commission had rejected the at- 
torney’s claim on duplication of services, 
a factor which has always been consid- 
ered relevant in reorganization pro- 
ceedings. The court pointed out, how- 
ever, that the services of an attorney may 
be highly complimentary or even duplica- 
tive. Judge Leahy observed that in his 


experience on the bench he had noted 
lawyers of great talent simply sitting at 
the counsel table and not, apparently, en- 
gaging in the combat of litigation. How- 
ever, he said, their contribution to the 
matter for determination had not been 
without professional significance. Their 
contributive worth to the case could not 
be ignored or brushed aside by such 
loose words as “duplicative” and “unpro- 
ductive.” Re North American Light & 
P. Co. et al. 101 F Supp 931. 


e 
City Lacks Authority to Regulate Telephone Rates 


COLORADO trial court’s determination 
that the state commission had no 
jurisdiction over telephone rates to be 
charged in the city and county of Denver 
was reversed on appeal to the supreme 
court, which upset a 1919 precedent. 

The trial court had based its decision 
upon a case decided in 1919 (City and 
County of Denver v. Mountain States 
Teleph. & Teleg. Co. 67 Colo 225, PUR 
1920A 238, in which by a 4-to-3 de- 
cision it was held “that the telephone 
service being rendered by the company 
in the city and county of Denver, and 
the rates to be charged therefor, were 
matters ‘local and municipal’ to the city, 
and that said service and rates were 
proper subjects for exercise of the regu- 
latory powers of the city granted in 
§ 6, Art XX, of the Colorado Constitu- 
tion, which authorizes a home-rule city 
to adopt a charter, ‘which shall be its 
organic law and extend to all its local 
and municipal matters.’ ” 

The effect of the trial court decision 
had been to revoke the rates made effec- 
tive by commission order in 1947 (72 
PUR NS 177) and place in effect rates 
established by city ordinance in 1921. 
The supreme court decided that the in- 
tracity business of the company was not 
a matter of local and municipal concern 
so as to give Denver, a home-rule city, 
exclusive jurisdiction over rates. 

The court was reluctant to depart 
from the precedent of the 1919 decision 
but explained its action in these words: 


Three logical and well-reasoned dis- 


senting opinions also are included in 
the report of the case. Unquestionably 
the issues there determined were de- 
cided by a very narrow preponderance 
of opinion. It is equally certain that 
the majority opinion was clearly out of 
harmony with the very great weight of 
authority as evidenced by the numer- 
ous cases decided by appellate courts 
throughout the country prior to that 
time. 


The court refused to make a “distinc- 
tion in substance” between conditions in 
1919 and those at present and expressed 
its conviction that changes and improve- 
ments which have taken place have only 
extended in degree that which was clear- 
ly present at time of earlier decision. 

In reversing the earlier case, the 
court said it was universally recognized 
that, notwithstanding the rule of stare 
decisis (the binding effect of previous 
decisions on similar cases presented at a 
later time), courts of last resort have the 
power and sometimes the duty in the 
interest of justice to depart from rules 
previously established by court decisions. 
This is especially true where adherence 
to the rule would be more harmful to the 
public at large than correction of mani- 
fest error and establishment of a sound 
principle. 

The awkward consequences of holding 
that each of the fourteen home-rule cities 
could regulate telephone rates within 
their corporate limits were summarized: 


To uphold the contention of counsel 
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for the city, and Sarpy, in effect, would 
be to determine that each of these 
cities, in regulating telephone rates 
within their limits, should analyze and 
determine the property, revenues, and 
expenses of the telephone company in- 
volved in the furnishing of telephone 
service in such city; that, by the ex- 
ercise of some mysterious magic, they 
should segregate these from the prop- 
erties, revenues, and expenses of the 
company not directly involved in fur- 
nishing service to the city in question ; 
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and arrive at a rate which would yield 
a fair return to the company on that 
portion of the property involved in 
providing such local service, and in- 
sure adequate protection to the con- 
suming public. To assume that such 
a task can be accomplished effectively 
and efficiently, or at all, is manifestly 
absurd and ridiculous. 


People ex rel. Public Utilities Commis- 
sion v. Mountain States Teleph. & Teleg. 
Co. et al. Nos. 16709, 16711. 


Natural Gas Rates Upheld 


HE contention that natural gas rates 

had been increased improperly be- 
cause there had been no hearing was 
dismissed by the Montana commission 
on the ground that, in considering the 
approval of public utility rates, the com- 
mission is not required to hold hearings, 
but must concur in any rates before they 
become effective. 

The protestants further alleged that 
private gas wells be allowed to be utilized 
rather than to use a supplemental supply 
of the company. Gas supply by the com- 
pany is odorized. The commission held 


e 


that it was not safe to have two services, 
one controlled by the patron and one by 
the company, in the same premises and 
that the company rule that where service 
was taken from the company, all service 
must come from that source should be 
approved. Further, it was held, aside 
from the service and safety factor, no 
utility is required to render stand-by 
service unless the service is specially pro- 
vided for and the rates fixed accordingly. 
Re Montana-Dakota Utilities Co. Docket 
No. 3936, Order No. 2284, September 
17, 1951. 


Other Important Rulings 


i br Missouri commission permitted 
a transit company to increase its 
cash fare to 20 cents and its weekly per- 
mit pass on special service lines to $1.25, 
without a long investigation into the pref- 
erability of the increase to a fundamental 
change in the company’s fare structure, 
where it was clear that under present 
rates the company’s property was being 
confiscated. Re Kansas Pub. Service Co. 
Case No. 12,290, January 30, 1952. 


The supreme court of Minnesota held 
that an order denying a transit com- 
pany’s application for a temporary emer- 
gency rate increase pending a determina- 
tion of its application for the establish- 
ment of a new permanent rate is an ap- 
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pealable order. Re St. Paul City R. Co. 
50 NW2d 483. 


The New Jersey Board of Public 
Utility Commissioners refused to fix a 
rate base solely on reproduction cost 
where the record failed to show that the 
company gave any consideration in its 
pro forma income statement as to sav- 
ings or other advantages that might re- 
sult from any redesign of the water sys- 
tem. Re Cranbury Water Co. Docket 
No. 5813, January 16, 1952. 


A water company’s proposed rate in- 
crease which would yield a return of 7.2 
per cent was disapproved by the New 
Jersey Department of Public Utilities, 
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which considered a return of 5.9 per cent 
fair and reasonable, Re Bernards Water 
Co. Docket No. 5652, January 16, 1952. 


The Massachusetts commission ap- 
proved new rates for a bus line which 
would afford the company a return of 
slightly less than 27 per cent on its net 
plant and an operating ratio of about 92 
per cent. Re Gateway Bus Line, DPU 
9563, December 13, 1951. 


The North Dakota commission, in au- 
thorizing a telephone rate increase to 
yield a return of 6.1 per cent because of 
higher operating costs and other eco- 
nomic results of inflationary facts, par- 
ticularly stressed the impact of increased 
labor costs and Federal tax burdens. Re 
North Dakota Teleph. Co. Case No. 
4843, January 22, 1952. 


The Wisconsin commission would not 
base rates on improved telephone serv- 
ice before completion of construction, be- 
cause the commission, by increasing 


rates, would be guaranteeing the risks 
normally assumed by holders of equity 
capital and assuring potential lenders of 
long-term funds that cash would be 
available to meet interest and principal 
payments. Re Larsen Teleph. Co. 2-U- 
3619, November 30, 1951. 


The Minnesota commission, in deter- 
mining whether or not certain railway 
passenger service should be discontinued, 
held that freight shippers should not be 
required to subsidize passenger service 
that apparently is no longer needed. Re 
Great Northern R. Co. A-7151, January 
30, 1952. 


The Missouri commission, in consid- 
ering the desirability of permitting sev- 
eral grade crossings to remain open, 
ruled that it lacked jurisdiction to order 
a state highway commission to reimburse 
a railroad for the installation of signal 
devices at a crossing. State Highway 
Commission v. Chicago, R.I.& P. R. Co. 
Case No. 11,653, February 21, 1952. 
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SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 


Re Northwestern Bell Telephone 
Company 


F-2319 
January 26, 1952 


PPLICATION of telephone company for approval of increased 
v \ rates; modified rate increase authorized. 


Valuation, § 36 — Rate base — Original cost. 
1. A fair value rate base for a telephone company was determined by taking 
original book cost shown by the company’s records and adding the value 
of materials and supplies and the dollar amount of working capital and 
deducting the company’s depreciation reserve, p. 68. 


Expenses, § 83 — License contract payments — Equipment purchases from affiliate. 
2. Payments made by a telephone company under a license contract and 
payments made to an affiliate for equipment were considered legitimate 
operating expenses where their fairness was not questioned by protestants 
to a rate increase, and where the amounts appeared reasonable to the 
Commission upon the evidence before it, p. 68. 


Apportionment, § 7 — Telephone revenues and expenses — NARUC Separations 
Manual. 

3. The procedure set forth in the NARUC Separations Manual, although 
not binding on the Commission, was accepted as being the best method 
available for dividing telephone properties, revenues, and expenses between 
interstate and intrastate operations, p. 72. 

Return, § 25 — Comparisons — Industrial corporation earnings. 
4. The earnings of industrial corporations do not offer a safe criteria by 
which to gauge a fair and reasonable return to a regulated utility, p. 73. 

Return, § 25 — Comparisons — Earnings of industrial corporations. 
5. The rate of return of a utility may be stabilized on a somewhat lower 
level than that of an industrial corporation, since in time of depression an 
industrial corporation must fall back on accumulated surplus or else face 
bankruptcy, while a utility could obtain relief from the Commission to 
save it from financial collapse, p. 73. 

Return, § 111 — Telephone company. 
6. An annual return of 6 per cent was considered adequate to permit a 
telephone company to proceed with the necessary expansion and upgrading 
of its telephone service, p. 73. 


Return, § 24 — Proper net earnings for telephone company. 
Statement that a telephone company is entitled to net earnings sufficient 
to constitute just compensation for the use of its property devoted to public 
service and which will be sufficient to insure confidence in the financial 
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soundness of the company and adequate under efficient management to 
support its credit and enable it to raise the money necessary to finance its 
proper growth and expansion, p. 69. 


Return, § 26 — Cost of capital. 


Statement that the cost-of-capital method of determining utility rates has 
considerable merit, especially if combined with the net-investment theory, 


p. 75. 


Rates, § 648 — Evidence — Annualizing of short period results. 
Statement that the practice of predicating applications for rate increases 
upon a few months’ operating experience and then annualizing the results is 
highly unsatisfactory to the Commission and to the public, p. 76. 


APPEARANCES: For the North- 
western Bell Telephone Company, 
applicant: H. A. Poley, G. E. Lov- 
aas, and T. J. Peycke, all of Omaha, 
Nebraska; F. G. Warren, of Sioux 
Falls, and R. F. Williamson, of Aber- 
deen. 

For the Farmers Educational and 
Co-operative Association, South Da- 
kota Division, the Utility Consumers 
Association, the South Dakota Retail 
Merchants Association, and certain 
individual residents of South Dakota 
and users of telephone services, protes- 
tants: Carl W. Berueffy, Attorney, 
Washington, D. C. 

For the state of South Dakota and 
in the public interest: William Wil- 
liamson, Special Assistant to the At- 
torney General, and E. D. Barron, 
Assistant Attorney General, Pierre. 


By the Commission: On December 
14, 1950, the Northwestern Bell Tele- 
phone Company filed its application 
for an increase in rates and charges 
for rendering telephone service within 
the state of South Dakota, and therein 
alleged, among other things, that it is 
a corporation organized under the laws 
of the state of Iowa, and duly author- 
ized to transact business in the state of 
South Dakota, and is engaged in fur- 
nishing a general telephone communi- 
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cations service in the state, and also 
in the states of Iowa, Minnesota, Ne- 
braska, and North Dakota, consisting 
of both intrastate and interstate toll or 
long-distance service, and exchange or 
local service. 

From the petition it appears that it 
furnishes local and long-distance serv- 
ice in 129 telephone exchanges in this 
state, servicing 110,420 company- 
owned telephones as of September 30, 
1950 (115,844 as of November 30, 
1951), and provides long-distance 
connections to 135 telephone ex- 
changes of other companies in the 
state. 

During the first nine months of 
1947, excluding April, May, and June, 
during which its employees were on 
strike, its earnings were only one per 
cent upon investment in total plant and 
equipment, including working capital. 

In November of 1947 it filed an 
application with this Commission for 
an increase in rates, which, had they 
been in effect in 1947, would have 
produced a return during the 9-month 


-period of about 3} per cent upon its 


South Dakota intrastate plant and 
equipment plus working capital. In 
November, 1948, before the conclu- 
sion of hearings upon the 1947 applica- 
tion, it filed a supplemental application 
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for an additional increase in rates due 
to increases in the cost of materials, 
supplies, and labor during the interven- 


ing months. The company claimed 
that on the basis of costs of operation 
at the time the supplemental applica- 
tion was filed, had it prevailed through- 
out 1948, such costs would have re- 
sulted in a loss of $216,000. 

The Commission having denied the 
application, an appeal was taken to the 
supreme court, which reversed the 
Commission and directed it to grant 
the increases requested. The Com- 
mission so ordered, effective August 
13, 1950. During the two and one- 
half years that the applications were 
pending the company alleges that it 
sustained a loss of $700,000 on its 
operations in South Dakota. Since the 
increase effective August, 1950, the 
cost of materials, supplies, wages, Fed- 
eral income, and social security taxes 
have substantially increased. 


Due to insistent demands for im- 
proved and additional service, the 
company increased the book costs of 
intrastate plant from $12,822,000 as 
of December 31, 1946, to $21,748,- 
000 as of September 30, 1950. Dur- 
ing this same period the number of 
company-owned telephones increased 
from 83,433 to 110,420, and the in- 
vestment per telephone from $154 to 
$197. Despite this great increase in 
telephones there was on hand on Sep- 
tember 30, 1950, a large number of 
unfilled orders for main station and 
individual-line or 2-party line service 
from customers having multiparty 
service. 


The applicant further states that in 
order to meet the demands for im- 
proved and additional service during 
the next several years, it will have to 
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expend an additional $9,000,000; that 
such capital must be obtained from in- 
vestors, but cannot be obtained upon 
a rate of return of only 2.89 per cent 
of book cost of plant and working capi- 
tal devoted to the rendition of intra- 
state telephone services in South Da- 
kota during 1950. 

The application was set down for 
public hearing, and the company wit- 
nesses heard on April 23 and 24, 1951. 
By stipulation it was agreed to post- 
pone the hearing so as to permit the 
record to be transcribed and made 
available for study by the Commis- 
sion’s staff and protestants. The fur- 
ther hearing for cross-examination 
and the taking of additional testimony 
was had on July 10, 11, and 12, 1951. 
Time for filing briefs was requested 
and was granted. 


General Observations 


Books and Records. The North- 
western Bell Telephone Company, 
hereinafter referred to as “applicant” 
or “company,” has kept and does keep 
its books and records in accordance 
with the uniform system of accounts 
prescribed by the Interstate Commerce 
Commission effective January 1, 1913, 
as revised by that Commission effec- 
tive January 1, 1933, and further re- 
vised by the Federal Communications 
Commission effective January 1, 1936, 
with such amendments thereto as have 
since been issued by that Commission. 
This system, with some additional 
breakdown, is acceptable to this Com- 
mission. 

Separations of Property, Revenues, 
and Expenses. The separation of 
interstate from intrastate telephone 


property, revenues, and expenses 
by the company has been done 
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in accordance with the procedures 
for separating telephone property, 
revenues, and expenses contained 
in the Separations Manual of October, 
1947, which was developed by repre- 
sentatives of the National Association 
of Railroad and Utilities Commis- 
sioners, the Federal Communications 
Commission, and the Bell System com- 
panies. The basic procedures pre- 
scribed provide for (a) dividing the 
property into categories, and (b) mak- 
ing separations in each category as 
between interstate and _ intrastate, 
based upon actual use in furnishing 
telephone service. Representatives of 
these bodies have since continued 
these studies. Based upon the conclu- 
sions arrived at, certain changes in 
the separations procedures were pro- 
posed, which would have the effect of 
transferring a greater proportion of in- 
vestments and expenses heretofore 
borne by intrastate operations to inter- 
state operations. This proposal was 
unanimously adopted, on an interim 
basis, on October 18, 1951, by the 
convention of the National Associa- 
tion of Railroad and Utilities Com- 
misioners. On November 21, 1951, 
the Federal Communications Commis- 
sion approved the revision of the man- 
ual adopted by the NARUC on Oc- 
tober 18th, thereby making such revi- 
sion official as to both bodies. 

On December 10, 1951, the Com- 
mission held a hearing, after due pub- 
lic notice, to permit this revision to be 
made a part of the record in this case. 
The benefits which will flow to South 
Dakota telephone users from this revi- 
sion of separations procedure is appar- 
ent from the following: 

Exhibit 7 shows the intrastate book 
cost of telephone plant and equipment, 
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plus materials and supplies and work- 
ing capital assignable to South Dakota 
as of December 31, 1950, to be $23,- 
119,956. Under the revised procedure 
it is reduced to $22,807,154, as shown 
in Exhibit 7 Revised, which is a reduc- 
tion of $312,802. After adjustment 
for the full effect of the present rates, 
this has the effect of increasing the net 
earnings of the company from $531,- 
902 to $567,902, or in the sum of 
$36,000 on an annual basis. This 
improvement in earnings is reflected in 
the revenues and expenses data appear- 
ing later in this report. 

[1] Rate Base. The Public Util- 
ities Commission, hereinafter gener- 
ally referred to as “Commission,” 
while giving consideration to all of the 
testimony relating to the fair value of 
the company’s net plant devoted to 
rendering telephone service within the 
state of South Dakota upon which it is 
entitled to fair and just return, has 
determined that value by taking the 
original book cost shown by the com- 
pany’s records plus the value of ma- 
terials and supplies and the dollar 
amount of working capital, less the 
depreciation reserve as shown by the 
company’s records as of December 31, 
1950. This method is now quite gen- 
erally accepted both by Commissions 
and courts as appropriate for a regu- 
lated public utility. 

[2] LExtraterritorial Jurisdiction. 
While the Commission has considered 
all evidence relating to the ramifica- 
tions of the Amercian Telegraph and 
Telephone Company, usually referred 
to as the “American Company,” and 
its relations with the operating com- 
panies, particularly with reference to 
the fairness of the charges made under 
the License Contract, and the prices 
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charged for material and supplies fur- 
nished by the Western Electric Com- 
pany, a wholly owned subsidiary of the 
American Company, it has not at- 
tempted to exercise any extraterri- 
torial jurisdiction, but has given rec- 
ognition to the right of this Commis- 
sion as declared by the Supreme Court 
of the United States, and generally by 
the courts of last resort of the several 
states of the Union, including our own 
supreme court. (See Re Northwest- 
ern Bell Teleph. Co. [1950] — SD —, 
85 PUR NS 368, 43 NW2d 553.) 
The fairness of the charges for serv- 
ices under the License Contract and 
prices paid Western Electric Com- 
pany for materials and supplies are not 
under attack by protestants in this pro- 
ceeding, and the Commission finds 
them reasonable upon the evidence be- 
fore it. 

Operating and Maintenance Ex- 
penses. The protestants did not raise 
any issue with respect to the propriety 
or correctness of the operating ex- 
penses of the company as shown by its 
exhibits, and there appears to be no 
basis upon the evidence under the late 
decision of the supreme court of this 
state for challenging the right of man- 
agement to incur them. While the 
amount of money expended for better- 
ment, rearrangements, and extensions 
appears large, the demands of the pub- 
lic would appear to justify them. The 
cost of labor, materials, and supplies 
necessary to conduct an efficient tele- 
phone system has risen on the average 
approximately 100 per cent since 1940. 
These matters will be further dealt 
with in what follows in this report. 

Fair, Just, and Legal Return. It is 
generally recognized, and so conceded 
by protestants, that the company is en- 


titled to net earnings sufficient in 
amount to constitute just compensation 
for the use of its property devoted to 
the public service, and which will be 
sufficient to assure confidence in the 
financial soundness of the company 
and will be adequate under efficient 
management to support its credit and 
enable it to raise the money necessary 
to finance its proper growth and ex- 
pansion, but the applicant and the 
protestants are far apart with respect 
to the additional revenue necessary to 
conform with the foregoing definition 
which is a paraphrase of the definition 
of a fair return by the United States 
Supreme Court and generally acqui- 
esced in on principle by regulatory 
bodies. The company contends that 
earnings equivalent to a return of 74 
per cent on net investment is neces- 
sary. The attorney for the protestants 
is equally emphatic in stating that no 
increase in telephone rates is necessary 
to maintain the company on a sound 
financial basis. The protestants, how- 
ever, offered no exhibits or other evi- 
dence, other than cross-examination, 
in support of the contention of their 
counsel in this respect, and there would 
appear to be no basis for such conten- 
tions upon the record before the Com- 
mission. This matter will be dis- 
cussed in detail further on in this re- 
port. 


Discussion of the Evidence 


Demand for Telephone Service. The 
prosperity enjoyed by the people of 
South Dakota since the early 1940's 
has resulted in an insistent demand for 
more and better telephone service and 
is reflected in the phenomenal growth 
of the telephone industry in the state. 
From December 31, 1940, to Decem- 
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ber 31, 1950, the number of company 
telephones increased 90 per cent, and 
long-distance telephone service in- 
creased 171.8 per cent. The quality of 
service rendered has also improved. 
Some of the more notable improve- 
ments were (a) the change from man- 
ual service to dial service at Sioux 
Falls and 19 other exchanges, (b) the 
installation of 228 new switchboards, 
and (c) the construction of 35 new 
buildings or extensions to provide 
room for additional equipment. About 
28,500 miles of aerial wire and 72,000 
miles of wire in cable were added, and 
26,500 additional poles were set dur- 
ing the 10-year period. 

Additional Investment and In- 
creased Costs. During the 4-year 
period ending with December 31, 
1950, the company’s investment in 
South Dakota increased $12,838,000 
or 82 per cent. Due to increased cost 
of everything going into telephone 
service, the average investment per 
telephone increased from $187.88 at 
the end of 1946, to $255.15 at the end 
of 1950. Labor absorbs over 60 per 
cent of all operating costs. The wage 
scale on December 31, 1950, was 92 
per cent higher than on January 1, 
1942, and, as a result of the June 25, 
1951, wage increase, rose to 112.63 
per cent of the 1942 scale. This has 
had the effect of adding $197,925 on 
the annual basis to the total wages 
paid in this state. The final settlement 
of the wage controversy, which oc- 
curred on August 10, 1951, shortly 
following the second hearing, added 
over $60,000 to the above figure. The 
number of employees during the same 
period in South Dakota rose from 863 
to 1,482, and the total wages paid to 
employees is 237 per cent of that paid 
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in 1941. While the percentage in- 
crease in prices varies widely as to 
individual items, the general increase 
for materials and supplies at the end of 
1950 was about 88 per cent over 1941 
level. 

Taxes, Increase of. Federal income 
taxes on net income have risen by suc- 
cessive steps from 24 per cent in 1940 
to 38 per cent in 1945 and to 47 per 
cent in 1951, and have recently been 
raised by Congress to 52 per cent, 
which rate was made retroactive to 
April 1, 1951. The social security 
tax was increased from one per cent of 
the wage scale to 14 per cent as of 
January 1,1951. The average amount 
of taxes, state and Federal, paid by a 
telephone subscriber, incident to tele- 
phone service, is $2.65 per telephone 
per month. Of this, the subscriber 
pays $1.49 (15 per cent Federal and 
2 per cent state) directly by having the 
taxes added to his monthly telephone 
bill and the remainder of $1.16, which 
is paid directly by the company, is in- 
cluded in the rate and charges made 
for telephone service. 

Additional Revenue Requested. 
The company requests $755,000 of 
additional net earnings from its 
South Dakota operations. This is 
on the basis of 7} per cent re- 
turn on its net investment in prop- 
erty dedicated to public service in 
this state, plus the value of materials 
and supplies and working capital. 
Based upon present expenses and tax 
levels as applied to 1950 results of 
operation, this would require an addi- 
tional gross revenue increase of about 
$1,443,000. In support of this request, 
the company submitted, among others, 
Exhibit 5. This exhibit shows in- 
creased telephone revenues from rate 
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adjustments upward from 1940 to the 
present time of 48} per cent, which, 
with the revenues now requested, 
would rise to 79.4 per cent as against 
a rise of 83.8 per cent for the cost of 
living and increased income per capita 
in South Dakota of 210 per cent for 
the same period. 


South Dakota Net Investment As of 
December 31, 1950 


Investment in Plant. Exhibit 7, 
page 1, Revised, gives effect to the new 
separations procedure adopted on Oc- 
tober 18, 1951, and summarizes book 
cost of plant and equipment, materials 
and supplies, and working capital, as 
of December 31, 1950, as follows: 


22. Total Book Cost of Plant and 
Equipment, Including Inter- 
state 

23. Intrastate Portion of Above .. 

24. Intrastate Book Cost of Plant 


$28,761,315 
6,971,234 


and Equipment 21,790,081 
25. Materials and Supplies a adiine 302,106 
26. Working Capital .. 714, 968 
27. Total Book Cost of Plant and 

Equipment, and Supplies and 

Working Capital—Intrastate 

GE. ee sc casas cas 22,807,154 


The original Exhibit 7, page 1, 
showed the total book cost of intra- 
state plant and equipment, material 
and supplies, and working capital on 
December 31, 1950, to be $23,119,- 
956. From the foregoing statement, 
it appears that the revised procedure 
resulted in a reduction of such cost of 
$312,802. 

Depreciation Reserve. Exhibit 11 
(Item 11) shows the depreciation re- 
serve applicable to South Dakota as of 
December 31, 1950, as $7,050,557, of 
which the intrastate portion (Item 15) 
is $5,414,891. The new separations 
procedure as shown by Exhibit 11 Re- 
vised had the effect of reducing the 


depreciation reserve applicable to 
South Dakota depreciable plant from 
$5,414,891 to $5,341,629. Deducting 
the latter sum from Item 27 in the pre- 
ceding paragraph leaves the book cost 
of net plant, plus materials and sup- 
plies and working capital, at $17,465,- 
525 upon which the company is en- 
titled to a fair return, subject to any 
adjustments hereinafter noted. 


Revenues and Expenses, 1950 


The Revenues and Expenses of the 
company are set forth in tabulated 
form in the December 10, 1951, revi- 
sion of Exhibit 9, consisting of 6 
pages. It is possible here only to sum- 
marize. Page 1, column (1), shows 
the actual total revenues of total South 
Dakota plant as $8,917,107, of which 
$6,566,026 is intrastate (column (2) ). 
Column (3) shows what the increased 
earnings of the company would have 
been had the schedule of rates author- 
ized by the Commission on July 12, 
1950, and effective August 13, 1950, 
been in effect the entire year of 1950 
as $745,625, and column (4) what 
the total earnings for 1950 would have 
been if the July 12th schedule had been 
in effect for the entire year, namely, 
$7,311,651 (column (2) plus column 
(3) ). Computed upon the same basis, 
the total intrastate expenses for 1950 
would have been $6,743,749 and the 
net telephone earnings $567,902. Here 
the new separations procedures re- 
sulted in a $36,000 improvement in net 
earnings. 

Adjustment of Figures. The fore- 
going figures are subject to some ad- 
justments, however, due to decrease in 
depreciation expense as a result of the 
application of lower depreciation rates, 
increased wages and increased Federal 
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taxes, reduction of pensions incident to 
the increase of social security taxes 
effective on January 1, 1951, and the 
savings in expense as a result of the 
conversion of the Sioux Falls exchange 
from manual to dial service. Exhibit 
9, page 6, second revision, gives effect 
to the foregoing factors, and shows 
that if applied to 1950 operations at 
current rates, total intrastate earnings 
would remain at $7,311,651, that ex- 
penses would be reduced by $36,665 
to a figure of $6,707,084, and that net 
earnings would increase to $604,567. 
A further increase in Federal income 
tax from 47 per cent to 52 per cent fur- 
ther increases these expenses by $41,- 
139 to a total of $6,748,223, and there- 
by reduces net earnings from $604,567 
to $563,428. From this should be de- 
ducted the $60,000 wage increase re- 
sulting from the wage agreement of 
August 10, 1951. This would leave a 
net earning after all adjustments of 
$503,657 for the year ending Decem- 
ber 31, 1950, which would amount to 
2.88 per cent of net investment includ- 
ing working capital less depreciation 
reserve. 

Working Capital. The protestants 
take the position that nothing should 
be allowed for working capital, and 
their counsel on brief stated, “‘we have 
omitted any allowance for working 
capital and materials and supplies, be- 
cause the record demonstrates that no 
working capital has been used in South 
Dakota.” This position and the state- 
ment made in support thereof is with- 
out foundation upon the record made 
by applicant, and protestants offered 
no testimony or submitted no exhibits 
in support of such disallowance. The 
amount claimed in the present case as 
working capital is not as large per- 
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centagewise of net investment as was 
claimed and allowed in the previous 
Northwestern Bell Telephone Case re- 
ported in (1950) — SD —, 85 PUR 
NS 368, 43 NW2d 553. 

Witness Jensen for the company 
testified that large additions to intra- 
state telephone plant would have to be 
made in South Dakota in 1951 to sat- 
isfy public demand, and he estimated 
that the cost of such additions and 
betterments would amount to $2,200,- 
000. However, there is nothing in the 
record to show how much of such 
additional plant has been placed in 
service, nor is there any estimate as to 
how much such additional plant has 
added to the company’s revenues. In 
the absence of more definite informa- 
tion as to the cost of new plant placed 
in service in 1951 and the entire lack 
of evidence as to the additional earn- 
ings derived therefrom, the Commis- 
sion is constrained to hold that the rate 
base of $17,465,525 established by the 
exhibits made a part of this record 
must stand. In view of the foregoing 
and the further fact that a reasonable 
amount must be allowed for working 
capital to take care of the day-to-day 
running expenses of the company, the 
Commission thinks it is only fair that 
the amount claimed for working capital 
should be allowed to stand. 


[3] Separations Procedures. Coun- 
sel for protestants has argued at great 
length that the separations procedure 
prescribed by the Separations Manual 
of 1947 is without binding force upon 
the Commission, and should be wholly 
disregarded, on the alleged ground 
that the separations methods therein 
set out are grossly unfair to the states. 
It is doubtless true that the procedures 
therein prescribed are not as such 
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binding upon this Commission. They 
are, however, in quite general use by 
telephone companies throughout the 
nation and have been accepted by 
most Commissions and courts as rea- 
sonably satisfactory. Until better 
methods are developed, adherence to 
them will probably result in a more 
satisfactory division of properties, 
revenues, and expenses as_ between 
interstate and intrastate than could be 
devised by any one Commission. 
Radical departures therefrom have 
been frequently condemned by the 
courts on appeal in this and other 
states. Protestants did not submit 
any plan for a more equitable distribu- 
tion nor offer any exhibit to show how 
they thought the separations of prop- 
erties, revenues, and expenses con- 
nected with South Dakota telephone 
operation could be made so as to light- 
en the load that now is and in the fu- 
ture will have to be carried by sub- 
scribers to telephone service in this 
state. This and other Commissions 
have given much consideration to the 
manual and have for a long time advo- 
cated changes similar to those adopted 
by the NARUC convention last 
October. These changes will shift from 
state to interstate operations approxi- 
mately $82,000,000 of exchange plant 
gross investment and $17,000,000 of 
related annual expenses. This state is 
getting its proportionate share of this 
shift in this proceeding. 

Reduction of Earnings Due to Ris- 
ing Costs (Attrition). James B. 
Moore, general manager of the appli- 
cant company in South Dakota, has 
applied to the tendency of the percent- 
age of return on net investment in 
telephone plant to fall during a period 
of rising costs of furnishing service the 
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geological term of attrition. Exhibit 
13 shows that the net investment of 
plant, plus material and supplies and 
working capital, increased $57.85 per 
company telephone in this state during 
the 4-year period 1947-1950. The 
rate of return of estimated earnings 
to net plant plus materials and sup- 
plies and working capital per company 
telephone on January 1, 1947, was 6.52 
per cent. The rate of actual earnings 
for 1950 was 3.23 per cent. Company 
witnesses believed that the upward 
trend in prices of materials and sup- 
plies and wages in the future will con- 
tinue and for that reason think that 
this trend should be taken into consid- 
eration in determining what the just 
and reasonable rates for telephone 
service should be in the future. As al- 
ready indicated, new and additional 
construction for 1951 will probably 
run close to $2,200,000, and at present 
costs will tend to increase the invest- 
ment per telephone by a process of 
attrition. That the cost of operation 
since World War II has greatly im- 
paired the capacity of the company to 
earn a fair return upon capital invested 
is unquestionably true and the Com- 
mission has already recognized that by 
increases in rates authorized since the 
termination of that war. 


Rate of Return 


[4-6] Determination of Fair Rate 
of Return. While there are many 
other factors, other than those dis- 
cussed in the foregoing that enter into 
the determination of a fair and just 
return upon net investment as herein 
defined, further review will be limited 
to the testimony related directly to 
that issue. 


As already noted, the company un- 
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dertook to show by at least four wit- 
nesses that an annual return of 7} per 
cent upon net capital invested in the 
company’s business was a minimum 
fair return to enable the company to 
pay a fair return upon the investment 
of stockholders, set aside a reasonable 
amount to surplus and to attract the 
necessary capital and credit to enable it 
to furnish satisfactory service and to 
provide for the growth of its business. 
Mr. Moore submitted Exhibit 3 show- 
ing the earnings of a long list of indus- 
trial companies operating in the terri- 
tory occupied by the Northwestern Bell 
Telephone Company. This _ study 
shows that the average return to total 
capital invested for the years 1936— 
1949 was 6.26 per cent for the electric 
and gas companies, and 8.11 per cent 
for manufacturing concerns. For 
1947, 1948, and 1949, the average 
earning to total capital was 7.40 per 
cent and 10.86 per cent, respectively. 
On the common stock equity of total 
capital, the electric and gas companies 
earned 9.55 per cent for the entire 
period and 15.39 per cent for the years 
1947-1949. Industrial companies 
earned 9.15 per cent for the entire 
period, and 12.95 per cent in the 1947- 
1949 period. Exhibit 4 submitted by 
the same witness shows that the rate 
of return to the company’s average 
capital obligations for the years 1921- 
1950 was 6.45 per cent. The com- 
pany’s average annual return for the 
fifteen best years of this period was 
7.79 (6.45 plus 1.34) per cent. Wit- 
ness Moore concluded from these 
studies that the company should be 
earning a minimum of 7} per cent of 
total capital during “the present peri- 
od of high level of business activity.” 


George E. Phelps, a specialist in 
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financial analysis who has given special 
attention to earnings of public utilities 
and who furnishes advisory service 
with respect to investments in public 
utilities to persons, insurance compa- 
nies, trust companies, and other clients 
throughout the country, testified that 
he had made a recent study of 33 rep- 
resentative gas and electric companies 
with particular reference to their earn- 
ings. Among other things, this study 
shows an earning price ratio (earnings 
divided by market price of stock) of 
from 9 per cent to 11 per cent and a 
dividend yield ranging from 64 per 
cent to 74 per cent, which represented 
a ratio of dividends to earnings of 50 
per cent to 85 per cent, the balance 
being transferred to surplus. He also 
stated that because of the comparative 
instability of the earnings of a tele- 
phone company, debt capital should not 
exceed 30 per cent of total capital. 
The debt capital of the Northwestern 
Bell Telephone Company at the present 
is about 29 per cent and the stock 
capital about 71 per cent of total capi- 
tal. It was his opinion that with a 
debt cost of 2.96 per cent the ratio of 
debt capital should be 30 per cent and 
70 per cent, respectively, of total capi- 
tal, and that the Commission should 
grant a sufficient increase in telephone 
rates and charges to enable the com- 
pany to earn 7} per cent on net book 
costs of plant, plus materials and sup- 
plies and working capital, less the de- 
preciation reserve. 

T. S. Harkinson, president of the 
National Bank of South Dakota of 
Sioux Falls, testified that in his opin- 
ion a “Telephone company must earn 
a return of at least 10 per cent on tan- 
gible net worth in order to be able to 
compete on a sound basis in today’s 
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financial market.”’ This, he said, “with 
a one-third debt proportion would 
result in a return on total capital funds 
of a little over 7} per cent.” John 
Ryan, president of the First National 
Bank of the Black Hills, stated that in 
his opinion “A rate of return of from 
74 per cent and 8 per cent of total capi- 
tal in the business would be a fair and 
reasonable return for the company 
(Northwestern Bell) to earn in South 
Dakota under present conditions.” 
The record also contains a consid- 
erable volume of evidence showing the 
earnings of a large number of indus- 
trial corporations. In recent years 
these earnings have been high on the 
average due in part to prevailing infla- 
tionary conditions. These earnings 


do not offer a safe criteria by which 
to gauge a fair and reasonable return 
to a regulated utility. When depres- 


sion comes industrial corporations 
must fall back on accumulated surplus 
or reserves to tide them over. Lack- 
ing these, they face bankruptcy. In 
these circumstances a regulated utility 
has recourse to relief from a public 
body to save it from financial collapse 
and does not have to rely entirely upon 
accumulated undistributed earnings. It 
follows that its rate of return upon net 
investment may be stabilized on a 
somewhat lower level. 


Composite Rate Resulting from 
Consideration of Debt and Equity 
Capital. The Commission’s staff en- 
gineer, Elwin Quinney, submitted Ex- 
hibit 59. This exhibit sets up the 
capital structure of the Northwestern 
Bell Telephone Company as of Decem- 
ber 31, 1950. In doing so, the wit- 
ness segregates the company’s capital 
into Equity Capital (Common Stock 
and Surplus) and Debt Capital (de- 
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bentures, AT&T advances and long- 
term debt). Mr. Quinney explained 
the exhibit briefly as follows: 

“This exhibit is designed to show 
the minimum required rate of return, 
for the Northwestern Bell Telephone 
Company, on which investors were 
willing to provide this company with 
additional capital during the year 
1950. It first shows all of the cap- 
ital which the company was using in 
its business, as of December 31, 1950, 
and the proportion which each class 
of fund bears to the total. It then 
shows a factual and exact rate of re- 
turn required, based upon the in- 
vestor’s reaction to these securities 
during 1950. This composite rate of 
return required is found to be 4.94 
per cent of the total invested capital 
which, when related to the company’s 
Net Investment Rate Base, is found to 
be 4.85 per cent. This calculation 
provides a factual basis on which a 
reasonable rate of return may be de- 
termined for future operations. As 
long as present conditions in the 
money market prevail and the distri- 
bution of funds in the capital structure 
remain the same, any rate of return 
less than 4.85 per cent would be inade- 
quate.” 

This exhibit presents a rather new 
theory of rate making which we may 
call the “Cost of Capital Theory,” and 
which appears to be gaining favor 
with some other state Commissions 
recently. In its application to a case 
of this kind it has the advantage of 
dealing with more exact and less con- 
troversial figures. We believe this 
theory has considerable merit, espe- 
cially if combined with the net invest- 
ment theory, as we do in this case. 

Upon cross-examination Mr. Quin- 
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ney stated that his formula made no 
provision for the accumulation of a 
surplus, and was not intended in and 
of itself as a final means of establish- 
ing what is a fair and reasonable re- 
turn upon the net investment of the 
company in South Dakota, nor does 
the Commission think it can be so 
used. There are too many factors in- 
volved to permit a decision by formu- 
la, though it may be one of the factors 
to be considered. 

Our own supreme court in Re 
Northwestern Bell Teleph. Co. 
(1950) — SD —, 85 PUR NS 368, 
372, 43 NW2d 553, 555, stated that 
“A fundamental principle of rate mak- 
ing is that a utility is entitled to rates 
that will yield a fair return on the rea- 
sonable value of the property devoted 
to public service after paying opera- 
tion expenses and carrying charges.” 
The foregoing is the rule laid down 
by Chief Justice Hughes in St. Joseph 
Stock Yards Co. v. United States 
(1936) 298 US 38, 80 L ed 1033, 14 
PUR NS 397, 56 S Ct 720. But the 
same Chief Justice said in a later case 
that “A rule as to rate of return can- 
not be laid down which would apply 
uniformly to all sorts of utilities ; ‘what 
may be a fair return for one may be 
inadequate for another, depending up- 
on circumstances, locality, and risk.’ ” 
Smith v. Illinois Bell Teleph. Co. 
(1930) 282 US 133, 75 L ed 255, 
PURI931A 1, 9, 14, 51 S Ct 65, 73. 
In the same case the court said that 
the property used in intrastate com- 
merce must not be confused or consid- 
ered with property used in interstate 
service and “that the Illinois business 
is to be treated as a segregated enter- 
prise it would still be nec- 


essary to consider the local enterprise 
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separately and to make whatever ap- 
portionments were necessary in that 
view. 

Future Expansion. It is difficult to 
forecast what future conditions will be 
with respect to obtaining new capital 
to enable the company to continue to 
expand its business to meet public de- 
mand, not only for additional tele- 
phone service for new subscribers but 
for upgrading a very considerable 
part of the existing service. There 
are a large number of subscribers now 
compelled to put up with from 2- to 
4-party line service who are clamor- 
ing for one-party service. The rates 
now in effect are inadequate to enable 
the company to raise the necessary 
funds for the expansion and upgrading 
that the public demands to meet con- 
stitutional standards. After a careful 
study of the record and mature consid- 
eration of all of the factors urged upon 
brief, the Commission is satisfied that 
an annual return of 6 per cent upon 
net investment is adequate to permit 
the company to proceed with the nec- 
essary expansion and upgrading of its 
telephone service. While a 6 per cent 
return is corisiderably short of what 
the company insists should be granted, 
the Commission feels that the appli- 
cant should give the rates herein estab- 
lished a fair trial for a reasonable 
length of time. Predicating applica- 
tions for rate increases upon a few 
months’ operating experience and then 
annualizing the results is highly unsat- 
isfactory from a regulatory standpoint 
and to the public. The company owes 
it to the public to exercise every pos- 
sible economy consistent with good 
service and do its part in stemming 
the inflationary trend that is threaten- 
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ing the economic safety of our coun- 
try. 

Revenue Requirements. In order 
to provide a return of 6 per cent on 
South Dakota Intrastate Operations, 
net earnings of $1,047,926 are re- 


REVENUES 
Local Service 
Toll Service .. 
Miscellaneous 


Total Telephone Revenues 
EXPENSES 
Current Maintenance ... 
Depreciation 
lL ee 
Commercial 


General Office Salaries & Expenses 


Relief and Pensions ... ei 
General Services and Licenses 
Other Operating Expense 

Taxes Other than Federal Income 


Miscellaneous Income Charges ............. .. 


Total Before Federal Income Tax 
Federal Income Tax 


Total Telephone Expenses 
NET TELEPHONE EARNINGS 


quired (6 per cent of $17,465,525) 
and the following reconstructed state- 
ment shows in detail the additional 
revenue required to produce such 
earnings: 


Column 3* 


Column 2* 


Column 1* 


$4,843,818 
2,139,361 
343,631 


$7,326,810 $1,019,596 
9 2,543 


, ’ , 


$1,017,053 $8,328,704 


$710,346 
309,250 


$5,554,164 
2,448,611 
343,631 


$8,346,406 
1 








$7,311,651 


$1,868,220 
800,884 
1,525,674 
695,611 
443,554 
282/325 
76,475 
70,633 
541,170 
25,985 


$10,171 $6,330,531 
522,378 950,241 


$532,549 $7,280,772 
$484,504 $1,047,932 


... $1,868,220 
. _ 800,884 
1,525,674 
695,611 
443,554 
282,325 
66,304 
70,633 
541,170 
25,985 


$6,320,360 
427,863 


$6,784,223 
$563,428 














* Column 1 is the same as column 3 of Applicant’s Exhibit 10, Second Revision, and includes 


all necessary adjustments of record, including Federal income tax at 52 per cent. 


Column 2 


shows the effect of the necessary increase in revenue to provide the net earnings shown in 


column 3. Column 3 is the sum of 1 and 2 


The first total of column 2 shows 
that $1,019,596 in additional revenues 
will have to be provided to produce the 
additional earning of $484,504 ap- 
pearing at the bottom of that column. 
To this must be added the $60,000 
of annual increased wage expense re- 
sulting from the August 10, 1951, 
wage agreement entered into by the 
company and the union representing 
the employees of the company plus the 
one per cent license fee on such wage 
increase amounting to $600, which 
makes the total additional requirement 


$1,080,196. 


Findings of Fact 


Upon the record before it and the 
foregoing summary of evidence, the 
Commission arrives at the following: 

1. That the Northwestern Bell Tel- 
ephone Company is a corporation or- 
ganized under the laws of the state of 
Iowa, and is duly authorized to 
transact business in the state of South 
Dakota, and is engaged in furnishing 
a general telephone communications 
service in the state. 


2. That the public demand for sin- 
gle-line service, additional stations, 
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and expansion into growing commu- 
nities requires a large addition to 
facilities and structures to house them 
that cannot be provided without a sub- 
stantial increase in rates. 

3. Based upon the method for the 
separations of properties as between 
state and interstate prescribed in the 
revision of the Separations Manual 
adopted by the NARUC conven- 
tion on October 18, 1951, the net in- 
vestment of the company as of Decem- 
ber 31, 1950, upon which it is entitled 
to a fair return in South Dakota is 
$17,465,525. 

4. When present expenses and tax 
levels are applied to the 1950 results 
of operation the net return of the com- 
pany as of December 31, 1950, is 
$503,428. This is equivalent to 2.88 
per cent of net investment. 

5. That the company is entitled to 
net earnings sufficient in amount to 
constitute just compensation for the 
use of its property devoted to public 
service, and which will be sufficient to 
assure confidence in its financial 
soundness and will be adequate under 
efficient management to support its 
credit and enable it to raise the money 
necessary to finance its proper growth 
and expansion. 

6. That the present earnings of the 
company are inadequate to satisfy the 
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amount of return required by find- 
ing 5. 

7. That to provide a fair and reason- 
able return upon net investment in 
South Dakota intrastate plant and 
equipment dedicated to public service, 
with some regard for added invest- 
ment, cost of labor and revenue since 
December 31, 1950, requires a rate of 
return of approximately 6 per cent 
upon the company’s net investment as 
found in finding 3. To realize such a 
rate of return, a schedule of rates and 
charges must be promulgated that will 
have the effect of increasing net earn- 
ings on an annual basis by $484,504 
and the gross revenues by $1,080,196. 

Upon the record and foregoing find- 
ings of fact, the Commission 


Concludes As a Matter of Law 


That the Northwestern Bell Tele- 
phone Company is entitled to a net 
return of approximately 6 per cent 
upon its net investment in intrastate 
telephone plant dedicated to public 
service in South Dakota, and to an 
order granting a schedule of rates that 
will have the effect of increasing net 
revenues on an annual basis by $484,- 
504 and the gross revenues by 
$1,080, 196. 

Let an order be entered in accord- 
ance herewith. 
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Re City of Tacoma 


Opinion No. 221, Project No. 2016 
November 28, 1951; rehearing denied January 24, 1952. 


PPLICATION by municipality for authority to construct and 
A operate hydroelectric power project; license granted. 


Water, § 20.3 — Power project license — Effect of state laws. 


A state statute cannot stand as a complete legal bar to the authorization of 
a state-prohibited power project if, in the judgment of the Federal Power 
Commission, that project is best adapted to comprehensive plans of power 
development and would be of unmistakable public benefit. 


Water, § 18.2 — Power project licenses — Effect on fishery interests. 
Discussion of the right to construct a power project on a river as affected 
by the need for a spawning area for fish and by the availability of electric 
power supplies elsewhere in the river basin, p. 81. 

Water, § 18.2 — Power project license — Recreational fishing interests. 
Discussion of the right to construct a power project as affected by the 
recreational aspects of the fishing interests in the river basin, p. 83. 


* 


APPEARANCES: E. K. Murray and 
J. D. Barline, for applicant, City of 
Tacoma; William E. Hicks, for inter- 
veners, Department of Fisheries and 
Department of Game of the State of 
Washington; Lee Olwell, for inter- 
vener, Washington State Sportsmen’s 
Council, Inc.; Edgar J. Wright, for 
intervener, The Honorable Smith 
Troy, Attorney General, state of 
Washington; Willard W. Gatchell 
and John C. Mason, for the staff of 
the Federal Power Commission. 


Special APPEARANCES entered by 
counsel for purposes of hearing by the 
Commission in Tacoma, Washington, 
November 20, 1950: Don G. Abel, for 
the people of Lewis county, Washing- 
ton, and the Lewis County Develop- 
ment League; Harold Pebbles and 
Ralph Armstrong, for various per- 


sons and interests opposing construc- 
tion of the Cowlitz dams. 


By the Commission: The city of 
Tacoma, a municipality in the state of 
Washington, on December 28, 1948, 
filed an application for a license under 
§ 4(e) of the Federal Power Act, 16 
USCA § 797(e), for authority to 
construct, operate, and maintain the 
Mossyrock and Mayfield developments 
on the Cowlitz river in Lewis county, 
Washington, designated as Project 
No. 2016. 

The Mossyrock dam would be 
located at about river mile 65 and the 
Mayfield dam at about river mile 52. 
The Mossyrock power plant would 
have an initial power installation of 
three generating units of 75,000 kilo- 
watts each, with provision for a fourth 
unit of the same size. The initial in- 
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stallation at Mayfield would be three 
40,000-kilowatt units with provision 
for a fourth unit of the same size, thus 
giving the two plants a combined 
capacity of 460,000 kilowatts. Thus, 
these two plants would add 190 per 
cent to the present capacity of the 
Tacoma generating plants and nearly 
10 per cent to the present combined 
total installation of 4,700,000 kilo- 
watts in the Pacific Northwest power 
pool. Three years would be required 
after authorization before the pro- 
posed plants could be placed in opera- 
tion, this project being one of the most 
readily available sources of power in 
the Pacific Northwest. 

Since the city of Tacoma’s generat- 
ing, transmission, and distribution 
system is already interconnected with 
the other public and privately owned 
power plants operating in the Pacific 
Northwest power pool, the addition 
of these sizable units west of the 
Cascade mountains would be of bene- 
fit to all of the power consumers in the 
area, particularly as a diversity of 
rainfall on both sides of the Cascades 
would enable the city to firm up some 
of the other developments operating 
in the power pool, especially during 
the winter months when the power 
load is highest. In addition, these 
plants would be located within a rela- 
tively short transmission distance 
from Tacoma, Seattle, and Portland, 
the heavy load centers in the area. 

The severe power shortage in the 
Pacific Northwest is a matter of na- 
tional concern, particularly when 
every effort is being made to increase 
the industrial output and the output 
of those materials calling for large 
blocks of low-cost power, and of 
course the principal increase in the 
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power demands of the area has been 
due to the expanding defense require- 
ments which must be met. Further- 
more, the serious regional power 
shortage in this area will not be met 
by the planned Federal power con- 
struction, but additional generating 
plants must be built as rapidly as pos- 
sible, especially where, as here pro- 
posed, the installation can be made 
with a minimum loss of time and with 
maximum assistance to other power 
suppliers. 

On the other hand, § 10(a) of the 
Federal Power Act, 16 USCA §& 
803(a), requires that licenses shall be 
issued only for those power projects 
which in the judgment of the Commis- 
sion are best adapted to comprehensive 
plans for full development of those 
streams subject to Federal jurisdic- 
tion and, of course, other benefits than 
power production may be secured by 
utilization of streams in their natural 
state or through improvements. The 
engineering possibility of realizing 
the anticipated power benefits from the 
proposal of the city is not to be seri- 
ously questioned, nor is it denied that 
large flood control and incidental navi- 
gation benefits would result. How- 
ever, the Cowlitz river is extensively 
used for spawning by anadromous 
fish, and the city is confronted by 
those who contend that this natural 
river use will be completely destroyed 
by the proposed dams. 

The Mossyrock dam would be about 
510 feet in height and the Mayfield 
dam about 240 feet in height, both 
above bedrock, and it is said that 
anadromous fish would be unable to 
reach the pools above the dams, par- 
ticularly the higher of the two, during 
the spawning season, nor could the 
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small fingerlings find their way down- 
stream. Fish ladders having a vertical 
ascent of 65 feet are in operation at 
the Bonneville dam and the same facil- 
ities are planned at the McNary dam 
just upstream to make possible an 
ascent of 92 feet, but no fish ladders 
over 200 feet in height have been in- 
stalled at any other dam. Further- 
more, it is said, the other fish-handling 
facilities and conservation measures 
proposed by the city will not be effec- 
tive and the present valuable fishery 
resources will be destroyed. 


In addition to offering physical ob- 
stacles to fish passage upstream and 
downstream, the state attorney gen- 
eral, the Department of Fisheries and 
Game, and the Washington State 
Sportsmen’s Council, Inc., object to 
the proposed dams on legal grounds. 
They argue that the application should 
be denied because construction of any 
dam greater than 25 feet in height is 
forbidden by the State Columbia Riv- 
er Sanctuary Act in any tributary of 
the Columbia downstream from the 
McNary dam and within the migra- 
tory range of anadromous fish. We 
recognize, of course, that any state 
statute represents an expression of the 
intention of the legislature by which it 
was enacted, but since we are dealing 
here with the applicability of a Federal 
statute it is equally clear that a state 
statute cannot stand as a complete 
legal bar to authorization of a state- 
prohibited project if in the judgment 
of the Commission that project is best 
adapted to comprehensive plans and 
would be of unmistakable public bene- 
fit. We should not, merely in reliance 
upon the State Sanctuary Law, at- 
tempt to escape responsibility for con- 
sidering the broader public interest 


[6] 


questions before us under the Federal 
Power Act. 


Another bar to approval of the 
application suggested by the interven- 
ers, and apparently relied upon by the 
examiner, is the Columbia River Re- 
view Report submitted in 1948 by the 
United States Army Corps of Engi- 
neers. This is presented to us as a 
specific recommendation for indefinite 
postponement of any water-power 
development on the Cowlitz river be- 
cause that river was included in the 
Lower Columbia Fisheries Plan pre- 
pared by the United States Fish and 
Wildlife Service in co-operation with 
the Fish and Game Commissions of 
the states of Washington, Oregon, and 
Idaho, and because the Army Engi- 
neers were said to be of the opinion 
that the Cowlitz river was needed as 
a spawning area for fish and that 
there was an adequate supply of elec- 
tric power available elsewhere in the 
Columbia basin. 


We note initially in this connection 
that while Congress has appropriated 
funds for certain of the developments 
included in the 1948 report it has not 
given its approval to the Lower 
Columbia Fisheries Plan nor to the 
basin plans of the Army Engineers. 
The current views of the Chief of 
Engineers were expressed in his re- 
port to this Commission under § 4(e) 
of the Federal Power Act, supra, on 
the application of the city of Tacoma 
for a license for Project No. 2016. 
In reporting to the Commission the 
Chief of Engineers says that no rec- 
ommendation had been made in the 
Review Report for development of the 
Cowlitz sites because of the interest of 
local communities in undertaking such 
development and because of the need 
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for correlation of power development 
by local interests with the needs of 
preservation of the fishery resources. 
In other words, in 1948 the Chief of 
Engineers recognized the local interest 
of the city of Tacoma in development 
of the Cowlitz, which would render 
Federal investments unnecessary, and 
he was of the opinion that the power 
supply was then adequate. As we 
now see, the power supply is presently 
inadequate and the city of Tacoma 
desires to proceed. 


The comments of the Commission 
upon the 1948 Review Report were, 
of course, directed principally to the 
power features of the plan there sub- 
mitted. The Commission has neither 
the responsibility nor the necessary 
staff for making an independent evalu- 
ation of other uses than power in com- 
menting upon such comprehensive 
plans of the Army Engineers as were 
submitted in 1948 and it made no 
attempt at that time to weigh the 
merits of the proposal of the United 
States Fish and Wildlife Service to 
postpone consideration of the develop- 
ment of those streams tributary to the 
lower Columbia river. Since the 
Army Engineers did not then propose 
Federal development of the Cowlitz 
river, the Commission was justified in 
taking the recommendations of the 
Fish and Wildlife Service at their face 
value. Upon the filing of the instant 
application, however, the responsibil- 
ities assigned to the Commission 
under the Federal Power Act made 
impossible any further postponement 
of consideration of the development of 
the Cowlitz river and required full and 
impartial evaluation of the applicant’s 
proposal on its merits and the objec- 
tions thereto, including full opportu- 
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nity to all Federal and state agencies 
in any way interested in the proposal 
to present their views and relevant 
information in support of their 
recommendations. 

This leaves for discussion the claims 
of the applicant and of the fishery 
interests with respect to the fishery 
resources of the Cowlitz river up- 
stream from the Mayfield dam, the 
effects reasonably to be anticipated 
from construction of the proposed 
dams, and the economic and public 
benefits under natural conditions and 
with the improvements proposed by 
the city. 

Since the stream discharge below 
the Mayfield dam would be smoothed 
out seasonally to a substantial degree, 
there would not appear to be any 
jeopardy to the fish population below 
that dam if the construction proposed 
is undertaken. In fact, the evidence 
indicates that there may be an increase 
in those fishery resources. The daily 
power operations at Mayfield should 
be such as not to injure the fish, and 
we should reserve the right to consider 
this situation from time to time as 
occasion arises. 

The important anadromous fish 
inhabiting the Cowlitz watershed are 
the spring chinook, fall chinook, silver 
salmon, the steelhead and cutthroat 
trout, and the smelt. 

The salmonoids and the smelt per- 
ish after spawning while the sea-run 
trout spawn several times before dy- 
ing. Each race of the anadromous fish 
of Cowlitz river watershed utilize 
spawning areas suitable to its ecologi- 
cal niche and each has well-defined 
migratory and spawning habits of its 
own. The anadromous fish use the 
fresh water of the Cowlitz river for 
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spawning purposes and early rearing 
of the young, the greater portion of 
their growth and life being associated 
with the sea. Most of the anadromous 
fingerlings migrate to sea during the 
spring of the year. The effect of man- 
made changes and of pollution on the 
fish has been adverse to some degree. 
The reduction of pollution through 
increase in low water flow, as pro- 
posed by the applicant, should be bene- 
ficial. 

The examiner made certain find- 
ings as to the gross and net values of 
the fish using the Cowlitz river, and, 
while there may be some question as 
to the actual values, we are adopting 
his findings for the purpose of our 
analysis, since the values which he 
adopted appear to be ample. A\l- 
though the values assigned to the rec- 
reational aspects of the fishing may be 


in part conjectural, the commercial 
fishing values have a fairly substan- 


tial foundation. In any event, we are 
convinced that the Cowlitz is an im- 
portant fishery stream in the Columbia 
river system and our inquiry into the 
possibility of loss of any portion of 
these natural resources has been upon 
the assumption that whatever the 
actual values may be, they are of ma- 
terial importance to the people of the 
area and should not be lightly brushed 
aside. 

Although the sports fishery, consti- 
tuting a form of recreation has been 
evaluated in monetary terms, a sug- 
gestion has been made that it may in 
addition have substantial intangible 
values. The fact that such recreation 
may have intangible values does not 
mean that they are large or significant 
and there is no basis for assuming 
that they outweigh the rather tangible 
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and large flood control, navigation, 
and power benefits which can result 
from the improvements proposed. In 
this particular region, as in many 
other sections of Washington and 
Oregon, there are many recreation 
areas of the sports fishery type and 
we are not faced with a unique situa- 
tion as was the case when we required 
a substantial power loss at a Kern 
river dam in California in order to 
provide recreational advantages which 
could not otherwise be obtained. 
Therefore, there is no substantial basis 
for holding that the sports fishery in 
the upper Cowlitz has any significant 
intangible recreational values. Fur- 
thermore, the proposed reservoirs un- 
doubtedly will offer other types of 
recreational opportunities similar to 
those afforded at other large reservoir 
projects in other streams, so that there 
should not be a total loss of recrea- 
tional values as apparently suggested. 
There would not be too much of an 
anadromous fishery problem at these 
and similar dams if means could be 
found for passing the adult migrants 
upstream and the fingerlings down- 
stream. To get the adult fish by the 
dams for spawning in the upstream 
areas, the city proposes to construct 
fish ladders and also to provide trap- 
ping and hauling facilities, so that they 
may reach natural spawning grounds. 
As a complement to the other fish 
protection measures, both as related 
to upstream and downstream migra- 
tions, the city proposes to construct 
and operate extensive fish hatchery 
facilities for artificial propagation of 
the fish and development of fingerlings 
capable of making the migrations to 

the sea. 
The testimony does not show that 
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fish ladders of the heights proposed, 
185 feet of ascent in one case and 325 
feet in the other, would be fully effec- 
tive, and of course no one can tell until 
a test has been made and actual condi- 
tions studied. Also details of construc- 
tion must be worked out, such as 
entrance ways and attraction water for 
the fish ladder, the use of resting pools, 
and the design of adequate means to 
pass the fish into the Mossyrock reser- 
voir at different elevations of water. 
However, in this respect, as in connec- 
tion with the other fish protective 
measures proposed the details have yet 
to be worked out. With suitable 
design to permit a wide range of oper- 
ating variations to meet situations 
reasonably to be anticipated, there 
would be provided here a full-scale 
laboratory for research and experi- 
mentation by means of which the an- 
swers to many perplexing problems of 
fish protection and propagation can 
be obtained. The recommendation of 
the examiner for denial of the license 
until the city completes further experi- 
mentation at its own expense does not 
appear to offer a practical solution to 
the problem, especially when there 
would be no assurance that the city 
would be given final authorization 
without many years of further study. 
Also, this recommendation would 
seem to rest upon the assumption that 
none of the measures proposed at this 
time would be of material assistance 
in saving the fish runs, an assumption 
which is not supported by the record. 
It has been asserted that by the time 
satisfactory evidence can be obtained 
as to the success of the fishery con- 
servation facilities proposed by appli- 
cant, the fishery resources may well be 
reduced to insignificance. Being cog- 
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nizant of this possibility, we propose 
that the hatchery facilities be pro- 
vided soon enough to assure initially 
maintenance of a sizable seed stock 
and later to complement the natural 
productivity above the dams. The use 
of fish hatcheries has been particularly 
successful in connection with runs of 
fall chinook and silver salmon, which 
constitute about 70 per cent of the 
total commercial fish and about 60 
per cent in value of the commercial and 
sport fish. Furthermore, a substan- 
tial portion of the $20,000,000 pro- 
posed for Federal expenditure in the 
Columbia river fisheries plan, probably 
almost half of the total sum, is to be 
spent for construction of fish hatch- 
eries and related facilities. This 
would seem to be an endorsement of 
this method of preserving anadro- 
mous fish and an indication that it 
should be used on the Cowlitz river. 

Regardless of the details of the 
methods used, the record shows that 
adult anadromous fish are now being 
passed upstream by high dams suc- 
cessfully and that by trapping and 
hauling on the Cowlitz similar fish 
could be taken past the proposed dams 
reasonably satisfactorily. 

While there are several biological 
and engineering problems to be stud- 
ied in connection with the ladder sys- 
tem, the record clearly does not sup- 
port a rejection of the proposals at 
this time. We recognize that the 
problems will differ in several details 
during the construction period and 
after the dams are placed in operation, 
and the best solutions must be decided 
upon for each period. Studies of these 
problems should go forward promptly 
and we expect the city either to em- 
ploy its own biologist or to make suit- 
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able arrangements with the state of 
Washington for expert assistance in 
exploring all possible means of work- 
ing out the details of this and other 
problems dealing with the fishery con- 
servation facilities. 

It is when we come to the facilities 
proposed by the city for passing fin- 
gerlings downstream past or through 
the dams that the novelty of the pro- 
posal is evident. After spawning in 
the headwaters the adult salmon per- 
ish. The fry fish which come from 
eggs remain in the fresh water for 
several months, sometimes as long as 
two years, before beginning their mi- 
gration downstream to salt water 
where their principal growth takes 
place. At the time of their down- 
stream passage these fingerlings are 
seldom over 6 inches in length and the 
problem on streams and rivers having 


dams has been to provide for their 
passage without injury or substantial 


loss. Up to the present time there 
have been no constructive proposals 
for passing fingerlings downstream 
past dams. Usually the fingerlings 
make their way over spillways or 
through turbines and in each case 
there are losses. 


To solve this problem in a new and 
untried manner, the city proposes to 
incorporate a system of passageways 
and chambers in the upper Mossyrock 
dam to which the fingerlings will be 
attracted and through which they will 
pass. The downstream fish passing 
system for the lower Mayfield dam 
will be much more simple as the reser- 
voir behind it will not have a substan- 
tial fluctuation. The turbine intakes 
at Mossyrock and Mayfield dams 
would be screened off to prevent entry 
of any fish. 


At Mossyrock dam a series of en- 
tries or ports would be provided in the 
upstream face of the dam through 
which the fish would enter a trunk pas- 
sageway to a large tank and thence 
through other passageways being 
gradually passed through the dam and 
released at a proper point downstream. 
As the flows at the penstock intakes 
would be only about 3,300 cubic feet 
per second spread over a 28-foot open- 
ing, there would be a low velocity of 
approach and therefore the problem of 
screening should not be difficult of 
solution. If the fingerlings can be in- 
duced to enter the ports along the up- 
stream face of Mossyrock dam, the 
problems of pressure and movement 
through the dams would be largely 
engineering. It is clear from the rec- 
ord that many details of the down- 
stream passing facilities are yet to be 
worked out. 


Conclusion 


From our analysis of the evidence 
in the record and the arguments ad- 
vanced on both sides we have reached 
the conclusion that a fair and reason- 
able balance can be struck. Probably 
not all of the present fishery values 
could be salvaged if the proposed dams 
are constructed, but certainly not all 
of those values would be lost as the 
interveners seem to contend. 


We are required to consider all of 
the possible advantages and disadvan- 
tages of the city’s proposal from the 
standpoint of the greatest public bene- 
fit through the use of these valuable 
water and other natural resources. The 
question posed does not appear to us 
to be between all power and no fish 
but rather between large power bene- 
fits (needed particularly for defense 
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purposes), important flood control 
benefits and navigation benefits, with 
incidental recreation and intangible 
benefits, balanced against some fish 
losses, or a retention of the stream in 
its present natural condition until such 
time in the fairly near future when 
economic pressures will force its full 
utilization. With proper testing and 
experimentation by the city of 


Tacoma, in co-operation with in- 
terested state and Federal agencies, a 
fishery protective program can be 
evolved which will prevent undue loss 
of fishery values in relation to the oth- 
er values. For these reasons we are 
issuing the license with certain condi- 
tions which are set forth in our accom- 
panying order. [Order omitted. ] 








WISCONSIN PUBLIC SERVICE COMMISSION 


Re Western Union Telegraph Company 


2-R-2308 
January 11, 1952 


OMPLAINT against discontinuance of branch telegraph office; 


dismissed. 


Service, § 216 — Commission approval — Discontinuance — Telegraph. 


1. The provisions of a state statute requiring Commission approval of the 
discontinuance of a branch telegraph office do not apply where a telegraph 
company is maintaining a central office in the same city, p. 87 


Service, § 274 — Discontinuance of branch telegraph office. 
2. No good purpose was found to exist for the Commission’s pursuing an 
investigation and asserting its jurisdiction over the proposed discontinuance 
of a branch telegraph office, where the telegraph company maintained a 
central office in the city affected and where the record did not show that 
intrastate service to the public would be rendered inadequate by such dis- 
continuance, p. 87. 


* 


By the Commission: Notice of in- 
vestigation and hearing and assess- 
ment of costs in the above-entitled pro- 
ceeding was issued on February 8, 
1951, by this Commission following 
the receipt of a written communica- 
tion from L. F. Tarkowski, president 
of the Commercial Telegraphers Un- 
ion, Western Union Division, Mil- 
waukee Local No. 2, objecting to the 
discontinuance of a Class 2-C Tele- 
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printer-Operated “MQ” Branch Of- 
fice located in the Chicago, Milwaukee, 
St. Paul and Pacific Railroad Com- 
pany Depot at 321 West Everett street, 
Milwaukee. 


Hearing: March 15, 1951, at Mil- 
waukee before examiner John S. Cava- 
naugh. 


APPEARANCES : Complainant : Com- 
mercial Telegraphers Union, Western 
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RE WESTERN UNION TELEG. CO. 


Union Division, by L. F. Tarkowski, 
Milwaukee; Western Union Tele- 
graph Company, by Herman Fried- 
rich, Attorney, Milwaukee. 

In opposition: City of Milwaukee, 
by William A. Ketterer, Assistant City 
Attorney, Milwaukee. 

Of the Commission staff: W. H. 
Damon, engineering department, C. E. 
Schreiber, transportation statistician, 
and William E. Torkelson, chief coun- 
sel. 

The appearance by counsel for West- 
ern Union Telegraph Company was 
designated as “Special” for the pur- 
pose of objecting to the jurisdiction of 
this Commission. 


Findings of Fact 


The Commission finds the essential 
evidentiary facts herein to be the fol- 
lowing : 


Western Union Telegraph proposes 
to close its Class 2—C Teleprinter- 
Operated “MQ” Branch Office, which 
is now operated in the depot of the 
Chicago, Milwaukee and St. Paul 
Railroad Company at 321 West Ever- 
ett street, Milwaukee. On the wall 
adjacent to this office a self-service 
telephone directly connected with the 
main office of the Western Union 
Telegraph at 320 Wisconsin avenue 
in the city of Milwaukee was available 
for the public to enable the utilization 
of telegraph service. There is no 
charge for the telephone service to the 
main office of the telegraph company. 
The messages are then relayed at this 
main office to reperforators at Minne- 
apolis, Detroit, and Cincinnati, which 
are all automatic operations. Tele- 
graph communications are transmitted 
in some instances over special wires 


between points in the state of Wis- 
consin. 
Opinion 

[1,2] The Commission has held 
that the provisions of § 196.81, Stat- 
utes, do not apply to the discontinu- 
ance of a branch telegraph office where 
a central office in the city is main- 
tained. American Communications 
Asso. v. Western U. Teleg. Co. 27 
Wis PSC 341, decided September 29, 
1943. The record does not show that 
intrastate service to the public would 
be rendered inadequate by the discon- 
tinuance of the depot office as proposed. 
No good purpose would be served, 
therefore, by pursuing the matter fur- 
ther and asserting in this proceeding 
the jurisdiction of the Commission 
under § 195.04, Statutes, to require 
the rendition of reasonably adequate 
intrastate service. 

The Commission finds: 

That Western Union Telegraph 
Company is rendering a reasonably 
adequate service to the public in the 
city of Milwaukee. 

The Commission concludes: 

That § 196.81, Statutes, is inap- 
plicable to the abandonment of a 
branch telegraph office in a city where 
other adequate office facilities are 
maintained and that an order should 
be issued consistent with the forego- 
ing findings of ultimate fact dismiss- 
ing the proceeding. 


ORDER 


It is therefore ordered: 

That by reason of the foregoing 
findings of fact and conclusion of law, 
the above-entitled proceeding be and 
hereby is dismissed. 
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Re Western Union Telegraph Company 


Docket No. U-687 
January 22, 1952 


NVESTIGATION of revised schedule of telegraph rates applicable 
to intrastate business; rates approved. 


Rates, § 530 — Telegraph — Press rates. 


Increased telegraph rates were approved, notwithstanding objections by 
newspapers, upon a finding that the press had enjoyed exceptionally low 
rates which were based upon volume but that since these rates were made 
available to the press there had been developed other means of communica- 
tion which had decreased the use of the telegraph facilities by the news- 
papers, with a resultant decrease in the company’s net income. 


By the Commission: On Septem- 
ber 13, 1951, the Western Union Tel- 
egraph Company filed with this Com- 
mission a revised schedule of telegraph 
rates applicable to its intrastate busi- 
ness in Arkansas. These rate revi- 
sions were purportedly to place into 
effect increased, uniform rates for the 
company throughout the area it serves 
and had been previously approved by 
the Federal Communications Commis- 
sion for the company’s interstate busi- 
ness and approved in forty-five states, 
including the District of Columbia, for 
their intrastate business. 

On October 2, 1951, eight news- 
papers affected by the upward revision 
in certain of the proposed press rates 
filed with the Commission a petition 
for the suspension of the above rates 
pending an investigation and hearing 
as to their reasonableness, and on 
October 12, 1951, the Commission is- 
sued its order suspending the proposed 
intrastate rates, pending investigation 
and hearing. 
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Pursuant to an order of the Com- 
mission dated November 21, 1951, a 
hearing was had in this matter, and 
from the testimony and evidence sub- 
mitted the Commission finds that the 
amount involved would increase 
charges to the protestants involved 
herein in the sum of approximately 
$4,790 per annum. 

The Commission finds that the 
press in the state of Arkansas has 
enjoyed exceptionally low rates which 
were based upon volume, but since 
these rates were made available to 
the press there have been developed 
other means of communication which 
have decreased the use of Western 
Union facilities by the newspapers, and 
the company’s net income has steadily 
decreased. 

There was no affirmative evidence 
presented by the protestants that the 
proposed rates were unreasonable or 
unjust, and the Commission therefore 
finds it to be in the public interest that 
the rates, as filed, be approved. 





RE WESTERN UNION TELEG. CO. 


It is therefore ordered that: 
The schedule of rates filed by the 
Western Union Telegraph Company 


September 13, 1951, be and the same 
is hereby approved. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Arthur K. Hellerman 


DR-13 
January 17, 1952 


ETITION for declaratory ruling on obligation to furnish natural 

P 50s space-heating service to individual one-room apartments 

in proposed apartment building ; application of service restriction 
order determined. 


Service, § 146 — Restriction on space heating — Natural gas — One-room apart- 


ments. 


A one-room apartment that has a bath separated from the rest of the space 
by a partition contains more than one room even though the total area is 
less than 400 feet, and it comes within the purview of an order restricting 


natural gas service for central space-heating equipment, which is defined 
as being one or more pieces of equipment used for the purpose of heating 
more than one room or heating a room having more than 400 square feet of 
floor space. 


By the Commission: Mr. Arthur 
K. Hellerman, 126 South 75th street. 
Milwaukee, requested a declaratory 
ruling by the Commission upon the 
question of whether the Milwaukee 
Gas Light Company would have to 
furnish gas to the individual one-room 
apartments in a new apartment build- 
ing which he contemplates building. 

Hearing: December 28, 1951, at 
Madison before Commissioners John 
C. Doerfer, W. F. Whitney, and 
James R. Durfee. 


APPEARANCES: Arthur K. Heller- 
man; Milwaukee Gas Light Company, 
by Paul Barnes, Attorney. Of the 
Commission staff: W. E. Torkelson, 


Attorney, G. P. Steinmetz, Chief 
Engineer, H. J. O’Leary, Chief, rates 
and research department, and R. E. 
Purucker. 


Declaratory Ruling 


An organization represented by Mr. 
Arthur K. Hellerman is contemplating 
constructing a 40-unit apartment 
building at 1026 East Lyon street in 
Milwaukee. The units are considered 
from a real-estate rating basis as one- 
room apartments. Each apartment will 
consist of one room for living quar- 
ters and a bath. The bath will be set 
apart by partitions and a door. 

The Public Service Commission is- 
sued an emergency order in 2-U-3644 
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restricting the connection of gas cus- 
tomers by certain gas companies in- 
cluding the Milwaukee Gas Light 
Company. The restrictive order pro- 
vides among other things that a nat- 
ural gas seller shall not deliver natural 
gas for operating “central space-heat- 
ing equipment” unless certain condi- 
tions as to the date of application, num- 
ber of customers, etc., are complied 
with. The term “central space-heat- 
ing equipment” is defined in the order 
as: “Central space-heating equipment 
means one or more pieces of equipment 
used for the purpose of raising atmos- 
pheric temperature in any structure 
and intended, because of its or their 
size, type, or location or number to 
heat more than one room, or to heat 
a room having more than 400 square 
feet of floor space.” 

The applicant pointed out that the 
area of each apartment including the 
bathroom is planned to be less than 
400 square feet and that on a real- 
estate rating basis the structure to be 
built would be considered as contain- 


ing one-room apartments and not sub- 
ject to the restrictions set forth in this 
Commission’s order in 2-U-3644. 

The Commission believes that in the 
absence of any definition of “room” in 
the order the term shall be considered 
as having the meaning contained in 
Webster’s New International Diction- 
ary Second Edition (Unabridged), 
which is “‘a space enclosed or set apart 
by a partition.” 

The definition is such that the Com- 
mission must rule that the petitioner’s 
proposed apartments come within the 
restrictions set forth in the order in 


2-U-3644. 
Ruling 


The Commission therefore rules: 

That a so-called one-room apart- 
ment that has a bath separated from 
the rest of the space by a partition con- 
tains more than one room even though 
the total area is less than 400 square 
feet and is therefore subject to the re- 
strictions imposed in 2-U-3644. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re South Bay Consolidated Water 


Company, Incorporated 


Case 15451 
January 14, 1952 


I 


NVESTIGATION of transfer of waterworks system by a water 
company to a water authority; Commission jurisdiction 


held to be lacking but criticisms ordered transmitted to appro- 
priate officials. 


Consolidation, merger, and sale, § 6 — Jurisdiction of Commission — Acquisition 


by water authority. 


The Commission has no power to set aside a sale of property by a water 
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RE SOUTH BAY CONSOL. WATER CO. 


company to a water authority where the property has been transferred by 
judicial sale in a condemnation proceeding. 


Consolidation, merger, and sale, § 13 — Necessity of Commission approval — Ac- 


quisition by water authority. 


Discussion of the necessity of Commission approval of the sale of property 
by a water company to a water authority as part of a plan of reorganization, 
by negotiation between the parties, or by acquisition of the company’s stock, 


p- 91. 


Valuation, § 59 — Basis for sale price — Reproduction cost — Economic value. 
Discussion of views of the New York Commission on reproduction cost, 
economic value, and other elements entering into a determination of the 
sale price of utility property, p. 93. 


By the Commission: A compre- 
hensive review of the evidence pre- 
sented in this proceeding is contained 
in the report of the examiner. The 
facts lead to certain inescapable con- 
clusions. 

As of May 31, 1951, the Suffolk 
County Water Authority took over 
the water properties of South Bay Con- 
solidated Water Company, Inc. Two 
years previously, in May, 1949, on 
petition of its parent, New York 
Water Service Corporation, and three 
other creditors, South Bay had been 
placed in reorganization by the United 
States district court for the southern 
district of New York under Chap X 
of the Revised Bankruptcy Act of 
1938. 

Both the petition and the answer of 
South Bay alleged that the value of 
South Bay property for rate-making 
purposes under regulation by this 
Commission was approximately $3,- 
500,000; that on such basis total 
liabilities exceeded total assets by 
$500,000 and the preferred and 
common stock of the corporation 
were worthless. Other evidence 
indicated that the total value of pre- 
ferred stock at the then market was 
about $80,000 or less than $8 per 


share. Those fortunate enough to 
own this stock two years later, it might 
be observed at this time, received 
$2,250,000 or more than $215 per 
share. 

Under Federal statutes, in the event 
the sale of South Bay property was 
authorized as part of a plan of reor- 
ganization, it would require the ap- 
proval of this Commission. Appellate 
Federal courts have held that the court 
itself cannot accomplish a reorganiza- 
tion by the device of a sale designed to 
circumvent the required approval by 
a state regulatory body. Had South 
Bay attempted to negotiate a sale of 
its property directly with the Water 
Authority, the state statute (Public 
Service Law, § 89-h) required our ap- 
proval. In like manner, acquisition of 
the stock of South Bay was specifi- 
cally required to be approved by this 
Commission under the provisions of 
the Suffolk County Water Authority 
Act. 

In the instant case no approval was 
sought or obtained from this Commis- 
sion. The reason is obvious. For 
many years, the Commission has main- 
tained the policy requiring asset value 
for securities issued in reorganization 
and refusing to approve sales of utility 
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property at prices in excess of its ap- 
proximate valuation for rate-making 
purposes. Any acquisition of utility 
property by a public authority at a 
price appreciably above its valuation 
for rate-making purposes unjustly en- 
riches the utility owners and penalizes 
the future ratepayers. In asserting and 
maintaining such policy, this Com- 
mission has been uniformly sustained 
by the courts. 


Thus, if the owners of South Bay 
were to profit from the reorganization 
and obtain more than the property was 
actually worth as a public utility, it 
was necessary to invent some plan to 
by-pass this Commission. There was 
evolved a scheme for a judicial sale by 
agreement, having the semblance of 
a condemnation proceeding in the state 
court on the theory that thereby the 
clear intent of the statutes, both state 
and Federal, would be defeated and the 
public deprived of the safeguards af- 
forded by a searching examination of 
the details of the transaction by this 
Commission. 


An agreement was made, a proce- 
dure was established, and the forms of 
a condemnation proceeding were ob- 


served. That it was in no sense a 
genuine condemnation needs little 
demonstration. The Authority dis- 
closed its entire hand to South Bay 
before the evidence was introduced in 
the condemnation proceeding. This 
was not necessarily fatal, save that the 
evidence proposed by the Authority 
was quite satisfactory to South Bay. 
A price of approximately $7,000,000 
was considered fair. To make assur- 
ance doubly sure, however, the agree- 
ment provided that, if the bankruptcy 
court was not satisfied with the award 
recommended, the proceeding would 
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be discontinued by the Authority and, 
if the bankruptcy court approved the 
amount recommended, the Authority 
would discontinue the action if the 
judge in condemnation attempted to 
enter a judgment for any other 
amount. By agreement of the par- 
ties, therefore, any award by the 
county judge other than that which 
the parties had agreed upon could be 
nullified. 

This agreement was followed by the 
failure to offer competent evidence, 
which might have aided the Commis- 
sioners of Appraisal in reaching an in- 
dependent decision, or to present clear- 
ly, forcibly, and in its entirety available 
proof worthy of weighty considera- 
tion in arriving at a just determina- 
tion. The valuation of the property 
was fixed as of December 31, 1949. 
Eight months prior thereto, New York 
Water Service Corporation, owner of 
all the common stock of South Bay, 
swore that the value of the property 
for rate-making purposes, on which in 
private hands it would be entitled to 
earn a return, was $3,500,000; that on 
such basis South Bay’s liabilities ex- 
ceeded its assets by over $500,000 ; and 
that its preferred and common stocks 
were worthless. All these facts were 
admitted by South Bay. Yet, at no 
time, were these or other available facts 
clearly demonstrated to the Commis- 
sioners of Appraisal. Instead, they 
were deluged with evidence permitting 
them no recourse, under the proof sub- 
mitted, save the recommendation of an 
award which netted $2,250,000 for 
“worthless” preferred stock and an un- 
determined amount for “valueless” 
common stock. 


Whether by design or by default, 
the court and the Commissioners of 





RE SOUTH BAY CONSOL. WATER CO. 


Appraisal were grossly misled in fixing 
a value for South Bay’s property. 

The evidence presented to the 
Commissioners of Appraisal consisted 
in the main of an appraisal of repro- 
duction cost less assumed depreciation 
and a so-called economic value derived 
from a capitalization of projected fu- 
ture earnings. Granted that repro- 
duction cost may be an element in de- 
termining market value, it is usually 
the highest and is by no means the 
most persuasive element even in con- 
demnation proceedings. In this in- 
stance, the expert witness subordinated 
his reproduction cost appraisal in favor 
of economic value based on capitalized 
earnings of the purchaser. The evi- 


dence of value based on capitalized 
earnings in the hands of the Authority 
included the benefit which the Au- 
thority has from tax exemption and 


lack of regulation. 

Value to the buyer has never been 
a proper test in condemnation. The 
benefits of tax exemption and lack of 
regulation were intended for the water 
users of Suffolk county and not for the 
private owners of South Bay. The 
legislature obviously hoped that these 
benefits would make possible a reduc- 
tion in rates. Instead rates have been 
kept at the level which permitted the 
privately owned utility to pay taxes. 
In short, what has happened is that 
the value of the tax exemption has been 
capitalized and given not to the water 
users of Suffolk county, but to the pri- 
vate owners of South Bay. 

No one connected with the Author- 
ity seemed willing to take final re- 
sponsibility for the decisions made, 
and none had much knowledge of what 
took place. The chairman of the Au- 
thority testified under oath that he was 


not familiar with what the South Bay 
rate base value under Commission 
regulation was, and that he considered 
it of no moment under present condi- 
tions. No one connected with the 
Authority seemed interested in value 
except to the extent that existing rates 
would not have to be raised under Au- 
thority operation and apparently no 
one gave thought to passing along to 
Suffolk county consumers the savings 
which result from tax immunity under 
Authority operation. 

It is clear that some individuals 
profited extensively by their knowledge 
or belief that the property would be 
acquired by the Authority at a price 
greatly in excess of its value for rate 
purposes and greatly in excess of any 
valuation alleged in the petition for 
reorganization. In fairness to the of- 
ficials of the Suffolk County Water 
Authority there is no proof before us 
of any personal profit. The Securities 
and Exchange Commission is inves- 
tigating the stock transactions and it 
is not within our province to comment 
on it. 

The conclusion is inescapable that 
it was the desire of all parties to avoid 
the jurisdiction of this Commission. 
It is likewise impossible to draw any 
conclusion except that there had been 
an understanding as to the testimony 
to be offered to the Commissioners of 
Appraisal and further that there was 
an agreement that permitted either 
party to withdraw if such commis- 
sioners did not follow the proposed 
evidence which both sides had gone 
over before the hearing with the Au- 
thority witness. No criticism can be 
made of the Commissioners of Ap- 
praisal. They made the lowest award 
they could on the formal evidence be- 
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fore them, which failed to include ex- 
tremely material facts as to value. 
Both the Federal and state courts had 
the right to presume that the matter 
was fairly presented and litigated on 
the merits before the Commissioners of 
Appraisal. 

This Commission has no power to 
set aside the sale. Whatever power 
there is rests elsewhere. The rights of 
innocent parties (the Bondholders of 
the Water Authority) have intervened. 
Under the circumstances we think that 
it would be improper for us to suggest 
what action should be taken. So far 
as our powers in the matter are con- 
cerned our permission for the sale has 
not been sought or granted and on the 
record before us we would not give 


our approval for the sale at the price 
for which it was consummated. 

We feel that a burden has been 
placed upon future consumers because 
of the excessive price paid and the 
failure of the Suffolk County Water 
Authority to protect the public’s in- 
terest. We will recommend to the 
legislature the consideration of appro- 
priate legislation to insure that trans- 
actions of this type will not again be 
attempted. 

A copy of this opinion will be sent 
to the Federal court, the county court 
of Suffolk, the board of supervisors of 
Suffolk county, and, of course, to the 
Suffolk County Water Authority for 
such action as they may deem proper 
within their respective jurisdictions. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re Allan Fennell, Receiver for 


E. T. Walker 


Application No. 11024, Decision No. 37810 
November 30, 1951 


P ETITION for rehearing of order conditioning transfer of cer- 
tificate upon payment of tax liens; rehearing denied. 


Taxes, § 3 — Commission duty to collect motor carrier taxes. 
1. The Commission does not have the duty to collect ton-mile taxes from 
motor carriers but is only obliged to certify the amount of taxes due to the 
State Revenue Department, which in turn collects the tax, p. 96. 
Certificates of convenience and necessity, § 137 — Transfer — Tax liens. 
2. Motor carrier certificates which are to be transferred must be clear of 


all tax liens, p. 96. 


APPEARANCES: Conour and Conour, 
Del Norte, for applicants; M. M. 
Marshall, Alamosa, for J. D. Haynie 
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and C. H. Phillips; Moses and De- 
Souchet, Alamosa, and Worth Allen, 
Denver, for Frank W. Barker; Blick- 





RE FENNELL 


hahn and Blickhahn, Alamosa, for 
E. T. Walker; Whitford W. Myers, 
Alamosa, Trustee in Bankruptcy, pro 
se; T. A. White, Esq., Denver, and 
R. E. Turano, Denver, for Rio Grande 
Motor Way, Inc.; A. J. Fregeau, Den- 
ver, for Weicker Transfer and Storage 
Company. 


By the Commission: On October 
8, 1951, the Commission entered its 
Decision No. 37498, which is a per- 
missive order authorizing the transfer 
of Certificate of Public Convenience 
and Necessity No. 1251, from Allan 
Fennell, as receiver for E. T. Walker, 
acting under the appointment of the 
district court of Rio Grande county, 
Colorado, to Fred T. Gibson, upon 
compliance with the following condi- 
tions : 

“That said transfer shall become ef- 
fective only if and when, but not be- 
fore, said transferor and transferee, 
in writing, have advised the Commis- 
sion that said certificate has been for- 
mally assigned, and that said parties 
have accepted and in the future will 
comply with the conditions and re- 
quirements of this order to be by them, 
or either of them, kept and performed. 
Failure to file said written acceptance 
of the terms of this order within thirty 
days from the effective date of the 
order shall automatically revoke the 
authority herein granted to make the 
transfer, without further order on the 
part of the Commission. 

“The tariff of rates, rules, and reg- 
ulations of transferor shall become and 
remain those of transferee, until 
changed according to law and the rules 
and regulations of this Commission. 

“The right of transferee to operate 
under this order shall depend upon the 
prior filing by transferor of delinquent 


reports, if any, covering operations 
under said certificate up to the time of 
transfer of said certificate, and pay- 
ment by him or transferee of all un- 
paid ton-mile tax.” 

On October 22, 1951, attorneys for 
applicants, being the attorneys for Al- 
lan Fennell, receiver and transferor, 
and Fred T. Gibson, transferee, filed 
their petition for a rehearing in the 
above-entitled application, upon the 
conditions imposed in Decision No. 
37498, which conditions read as fol- 
lows: “The right of transferee to 
operate under this order shall depend 
upon the prior filing by transferor of 
delinquent reports, if any, covering 
operations under said certificate up to 
the time of transfer of said certificate, 
and payment by him or transferee of 
all unpaid ton-mile tax,’ and as 
grounds therefor state: 

“That the condition that applicants 
or one of them file delinquent reports 
and pay all unpaid ton-mile tax, is 
ambiguous and uncertain, in that it 
does not specify whether such condi- 
tion relates to any operations by trans- 
feror, Allan Fennell, as receiver, or by 
Walker prior to the appointment of 
such receiver; and that if such condi- 
tion in said order relates to operations 
by Walker, said portion of said order 
is unjust and unreasonable, in that the 
Commission has failed to take steps to 
recover any delinquent and unpaid 
ton-mile taxes, if any, by distraint 
against Walker’s property, or by pro- 
ceeding in the bankruptcy court to ob- 
tain payment of its taxes out of a fund 
of about $2,500 now in the hands of 
said bankruptcy court arising from 
surplus remaining after foreclosure of 
a chattel mortgage held by the Recon- 
struction Finance Corporation on cer- 
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tain vehicles of said Walker, on which 
the Commission held a prior and per- 
petual tax lien; and that it is unjust 
and unreasonable for the Commission 
to demand that these applicants pay 
said taxes, if any, when there is money 
available out of which to pay the same, 
if the Commission would but proceed 
to assert its rights to the payment of 
any taxes out of such fund, or make 
demand upon the Reconstruction Fi- 
nance Corporation to pay said taxes 
out of the proceeds of the sale of said 
vehicles on which the Commission had 
and still holds a tax lien prior to the 
mortgage of said Reconstruction Fi- 
nance Corporation.” 

We have carefully re-examined the 
record, including the reports filed un- 
der said certificate and all files per- 
taining to said certificate, and have 
re-examined the evidence in the above- 
entitled action, and from said exam- 
ination find that there is presently due 
under said certificate to the state of 
Colorado, for ton-mile tax, the sum 
of $343.36. 

We also find that there is credited 
to said certificate the sum of $150 as 
a ton-mile tax deposit, leaving unpaid 
taxes on said certificate of $193.36. 

[1,2] Applicants in their petition 
indicate that it is the duty of the Col- 
orado Public Utilities Commission to 
collect the ton-mile tax. That is not 
our understanding under the present 
law. It is the duty of the Commis- 
sion to certify the amount of taxes due 
to the revenue department of the state 
of Colorado, which department col- 
lects the ton-mile tax. The Commis- 


sion, several years ago, determined that 
where certificates of public convenience 
and necessity are transferred, it is in 
the public interest and for the benefit 
of the public it serves, that said cer- 
tificates be clear of all tax liens. 

Our finding was, as disclosed by 
the order, that before the transfer of 
this certificate from its present own- 
ership to a third party could be ef- 
fected, that said certificate should be 
cleared of its tax lien, and in reviewing 
the record, we cannot see that said 
order is unjust or unreasonable. 
By our order we are saying that said 
ton-mile tax should be paid, and that 
the Commission will not authorize the 
final transfer until said condition is 
met. If we have abused our authority 
and are not acting within the public 
interest, and are, as attorneys for ap- 
plicants contend in their application, 
derelict in our duty in not collecting 
taxes, we are laboring under a misap- 
prehension of the present law, and 
from our viewpoint, it therefore ap- 
pears that no useful purpose could be 
gained by granting an application for 
rehearing. 

The Commission finds: 

That the instant application for re- 
hearing should be denied, for the rea- 
sons heretofore given in the preceding 
statement, which, by reference, is made 
a part of these findings. 

ORDER 

The Commission orders: 

That the petition for rehearing in 
the instant matter should be, and the 
same is hereby, denied. 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relating 
to government owned utilities ; news concernings prod- 


Pacific Gas & Electric 


Has $162,000,000 Program 


Pec Gas & Etecrric CoMPANy will spend 
$162,000,000 for facilities expansion in 1952, 
approximately $132,000,000 for new or en- 
larged electrical facilities and the remainder 
for gas facilities and other properties, 
according to James B. Black, president. The 
company’s 1951 construction budget totaled 
$150,000,000. 

Mr. Black estimated the company’s electric 
sales next year may reach 14 billion kilowatt- 
hours, compared with 12,600 million in 1951 
and 11,100 million in 1950. Energy generated 
in company plants and received from other 
sources in 1951 exceeded 16 billion kilowatt- 
hours, an increase of 14.2% over 1950. 


H. B. Bryans Named Vice Pres. 
Of United Engineers 


HE election of Henry B. Bryans as vice 
president and member of the board of di- 
rectors of United Engineers and Constructors, 
Inc., was announced recently by Col. Edwin M. 
Chance, president. 

Mr. Bryans, president of Philadelphia Elec- 
tric Company since 1947, retired from that 
office late last month. He spent his entire busi- 
ness career in the gas and electric utility field. 

United Engineers and Constructors, Inc. is 
engaged nationally in the design and construc- 
tion of utility, steel, chemical, and other in- 
dustrial plants, and at the present time have 
about $500,000,000 construction work under 
way. 


T 


Complete Microfilm Reading 
With Complete Portability 


HE REMINGTON RAND GriscoMBE Portable 

Reader is now available for reading both 
16 mm and 35 mm microfilm at any location 
where such records exist, according to a recent 
announcement by the company. 

The only portable reader that can be used 
with both 16 mm and 35 mm, the image can 
be viewed on either a desk-top opaque, glare- 
14 in. x 14 in. screen that folds for 
storage in the carrying case, or, by simple ad- 


less 


ucts, supplies and services offer d by manufacturers: 
also notices of changes in personnel. 


circle to place any image in a reading position. 
Film can be advanced at any speed desired. 

The Remington Rand Griscombe Portable 
Reader weighs only 17 pounds and is durably 
constructed to meet heavy duty service under 
any and all conditions. The carrying case, 10” 
x 13” x 1144”, contains space for screen, extra 
lamp and lens, and microfilm reels. 

Bulletin F263 describing the Remington 
Rand Griscombe Portable Reader will be sent 
on request by writing Remington Rand Inc., 
315 Fourth Avenue, New York 10, New York. 


Long Island Lighting Plans 
$42,000,000 Program 


| ie IsLAND LIGHTING COMPANY estimates 
expenditures for new construction in 1952 
at about $42,000,000 compared with $31,000,000 
in 1951 and more than $103,000,000 in the last 
five years. Also this year the company plans 
to convert 90,000 customer installations to nat- 
ural gas. 


Pennsylvania Electric to 
Spend $26,000,000 in 1952 


grep Erecrric CoMPANY spent 
$18,000,000 during 1951 to improve and ex- 
pand its facilities, bringing to $79,000,000 the 
amount spent for new construction since the 
end of 1945, Mr. O. Titus, president, said in 
the Company’s Annual Report recently re- 
leased. Construction expenditures for 1952 are 
estimated at $26,000,000. 

Work was started on a 250,000 kilowatt 
generating station at Shawville, near Clear- 
field, to cost $38,000,000 upon completion in 
1954, and on an 89-mile, 220,000 volt transmis- 
sion line from Shawville to Montebello. Good 
progress was made on the 68,700 kilowatt addi- 
tion to the Front street station in Erie which 
will be completed at a cost of $12,500,000 this 
fall. 

The company added 8,000 customers during 
1951, of which 7,168 were home and farm 
users, and at year-end was serving 323,900 

(Continued on page 34) 
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@ Complete with wire snips. 

Sturdy steel, with powerful 
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Flat lettered dies included, 
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jJustment of a mirror in larger size on any 
light colored wall or screen. 

For detailed examination, a simple, split- 
second shift of lenses changes the magnifica- 
tion from 17 times to 23 times. Every section FREE Catalog. 
of full-size 35 mm microfilmed document can 
be viewed by moving a scanning arm. The 
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customers in 24 counties in western and south 
central Pennsylvania. The company’s invest- 
ment in generating stations, lines and other 
facilities to serve its customers was equivalent 
to $67,000 for each of its 3,100 employees. In 
1950, the investment per employee was $63,000. 


Southern States Equip. Offers 
Type WAG Air Break Switch 


Groraans STATES EQUIPMENT CoRPORATION, 
Hampton, Georgia, is now manufacturing 
the type WAG air break switch in 196 KV 
and 230 KV ratings. 

The Type WAG is a high pressure, vertical 
break, three insulator switch with center in- 
sulator rotating. Designed for sectionalizing, 
main line disconnecting and by-passing service, 
it is suitable for use in substations, on trans- 
mission lines and distribution feeders. 

The Type WAG is available for horizontal 
upright, vertical or inverted mounting posi- 
tions, and it can be supplied for either right 
or left hand operation. It is available in all 
standard NEMA ratings from 7.5 KV through 
230 KV, and in current ratings from 400 am- 
peres to 4000 amperes. 


Blaw-Knox Appointment 


| pepewees CoMPANY recently announced 
the appointment of Arthur A. Levison as 
vice president and general sales manager of 
its Blaw-Knox Division. In this position, Mr. 


Levison will administer the sales and engineer- 
ing functions for all departments of this divi- 
sion. 

Mr. Levison has been a division vice presi- 
dent in charge of the construction equipment 
department. 

lt was also announced that H. Russell Lox- 
terman has been appointed assistant general 
sales manager of the Blaw-Knox Division. In 
addition to his new duties, Mr. Loxterman 
will continue as manager of the steel plant 
equipment department. 

In addition to construction and steel plant 
equipment, Blaw-Knox Division has depart- 
ments producing steel grating; gas condition- 
ing equipment; television, radio and transmis- 
sion towers; and equipment for the chemical 
and process industries. 


Niagara Mohawk Power to 
Spend $64,500,000 on Expansion 


) a preg MouHAwk Power COorPORATION 
plans to spend $64,500,000 for expansion 
and construction this year, President Earle J 
Machold disclosed in the company’s annual 
report to stockholders. 

The 1952 program compares with the 1951 
peak construction expenditures of $57,352,000 
and $41,000,000 in 1950. The company’s post- 
war expansion program, started in 1946, is 
scheduled to add over one million kilowatts 
to the system’s generating capacity by the end 

(Continued on page 36) 
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Progressively 


Independent consulting engineering organizations witl 


their fully coordinated staffs of specialists trained am 
experienced in the various fields of engineering are be 
coming a factor of increasing importance as the eye 
and the allies of management in the progressive devel 


opment of American industry. 


In such capacity the Peter F. Loftus Corporation ha 
long been cooperating with the management and engi 
neers of projects large and small in planning and work 
ing out modernization programs, new plant designs 
expansions, etc., to best serve today’s needs and provid 


for tomorrow’s anticipated requirements. 
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of 1953. Total installed capacity at the 1951 
year end was 2,186,451 kilowatts, with an ad- 
ditional 527,500 kilowatts currently under con- 
struction. 


Central Pwr. & Lt. Expects 
To Set Construction Record 


Py capo Power & Light CoMPANY expects 
to spend a record $14,500,000 on new con- 
struction this year. 

That would compare with $12,032,422 spent 
in 1951 for new facilities in its South Texas 
service territory. 

A 33,000-kilowatt addition to its Victoria 
power station is expected to go into service 
during the last half of this year. 

The company also has ordered three more 
generating units that are scheduled for serv- 
ice in 1954 and 1955. 

When these installations are completed, the 
company’s power supply will be approximately 
four times as large as it was at the end of 
World War II. 


New Type Askarel Developed 
By General Electric 


A improved askarel for power trans- 
formers, load centers and capacitors has 
been developed by the General Electric Com- 
pany. The new liquid, patented by the company 
as 1470 Pyranol, is a result of 11 years of 


laboratory research and field tests conducted 
by the company’s Transformer and Allied 
Products Division, Pittsfield, Massachusetts. 

The new 1470 Pyranol has improved techni- 
cal characteristics, such as lower viscosity at 
lower temperatures and a lower pour point, 
allowing easier handling and application under 
adverse weather conditions. Advantageous 
qualities of the‘ company’s earlier 1467 Pyranol 
have been retained in the new product, includ- 
ing non-inflammability. 

Use of askarel in power equipment elim- 
inates the necessity of fireproof vaults and 
long secondary runs of copper, thereby re- 
sulting in substantial savings. Low mainte- 
nance costs and less noise are other advantages 
of Pyranol units. 

Pyranol 1470 and Pyranol 1467 are com- 
pletely miscible and can be used interchange- 
ably in existing equipment. 


Jersey Central Plant 
Nears Completion 


Ts new power plant addition at Jersey 
Central Power & Light Company’s South 
Amboy electric generating station, one of the 
company’s three major power plants serving 
that area, is rapidly nearing completion. The 
new power unit is expected to start producing 
electricity early in 1953. 

Operation of the 62,500 kilowatt turbo- 
generator, boiler and other auxiliary equip- 

(Continued on page 38) 
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Some people look at printing only from the standpoint of 
quality; others think they have to compromise quality 
when they're faced with a rush job. At Sorg, quality is 
consistently maintained while meeting your deadline. 





As specialists in every type of financial, corporate and legal 
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format, printing, binding and mailing. Printing facilities in- 
clude both letterpress and offset equipment. 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 





ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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ment to be housed in the $12,000,000 addition 
will enable the local utility to double the power 
supply of this station and increase its total 
system electric producing capacity by one- 
third. 

During an eight year period—1946 through 
1953—the company will have spent more than 
$51,000,000 for new and improved service 
facilities. 


Bulletin on Lapp Pulsafeeder for 
Controlled Volume Pumping 


A= 24 page two-color bulletin has been 
issued by Lapp Insulator Company de- 
scribing its line of Pulsafeeder piston-dia- 
phragm pumps. 

The feature of no stuffing box is stressed 
throughout the bulletin, and it is noted that 
Pulsafeeder, although basically a pump, will 
do the work of a chemical feeder, a meter, 
an instrument, a filling machine, a propor- 
tioner and a sampler. 

The Bulletin is identified as No. 300, and 
will be sent on request by Lapp Insulator Co., 
Inc., Process Equipment Div., LeRoy, N. Y. 


Burroughs Releases New 
Multiple Register 


URROUGHS ADDING MACHINE CoMPANy of 

Detroit has expanded its accounting ma- 
chine line with the release of a new multiple 
register Series 300 Sensimatic which remem- 
bers as many as 11 different figure totals at 
once. The machine, which features automatic 
control of its operations through a “sensing 
unit,” was engineered and designed specifically 
to handle complex accounting work. 

The first Sensimatic was introduced to the 
public in February, 1950, after years of engi- 
neering to develop a machine to fill the needs 
of medium-sized businesses. This first Sensi- 
matic filled in the middle ground between the 
Company’s small portable bookkeeping ma- 
chines and the more expensive, highly special- 
ized automatic accounting equipment. 

This first machine, through a “sense plate” 
or mechanical brain, proved to be flexible 
enough to handle all the accounting needs of 
60 per cent of America’s business. The new 
Series 300 Sensimatic opens up whole new 
fields of applications, including the most com- 
plex accounting operations. The heart of the 
Sensimatic machines is the sensing unit which 
is attached to the carriage. As the carriage 
moves, this control unit transmits a series of 
rapid fire instruction to the 7,000-part working 
mechanism. It tells the machine to add or sub- 
tract, to select certain columns for printing 
the answers it has computed, to retain 11 totals 
simultaneously, to print in red or black. The 
unit also automatically controls all of the 
operations of the carriage. 

Each of these control units has four com- 
plete “brains” to handle four different account- 
ing jobs according to the users’ specifications. 
The operator can switch from one to another 
by flicking a knob, or she may remove the en- 
tire unit and snap another into position with 


an entirely new set of Series 300 Sensimatic 
brains, ready for four totally different ac- 
counting jobs. 


$380,000,000 Expenditure 
Planned by Con. Edison 


) Dyers thre five-year period 1952-1956, Con- 
solidated Edison Company of New York, 
Inc., plans the expenditure of $380,000,000 of 
which $105,000,000 is scheduled for 1952. 

In 1951, Consolidated Edison spent $91,000,- 
000 for new construction, which brought the 
‘postwar total up to $445,000,000. 


Metropolitan Edison Expands 


6 bom new General Electric power trans- 
formers have been installed by Metropoli- 
tan Edison Company of York, Pa., in connec- 
tion with their new $1,500,000 construction 
program. 

An official of the utilities said this program 
will give York one of the best power distri- 
bution systems of any similar size city in the 
country, 
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ords of truth and hope 

from the American Cancer 
Society save many lives each 
year from cancer ... could save 
thousands more. 

Under the sign of the cancer 
sword you and your neighbors 
can learn vital facts . . . your 
physician can secure informa- 
tion on diagnosis and treatment. 
Cancer Strikes One in Five. 
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. Overhead crane rails, extending only an inch or 
two from face of door, can’t interfere with door 
action. All overhead space is available for crane 
and conveyor equipment. 


. All floor space is fully usable at all times. 





. No sacrifice of space on narrow loading platforms 
with Kinnear Rolling Doors. They need no room 
inside or outside the building for opening and closing 
action. 


. Windows can be placed right next to Kinnear Rolling 
Doors . . . are never blocked off when doors are 
operated. 


. Supports or superstructure can be placed close to 
sides, front and top of Kinnear Rolling Doors. 


. Light from overhead fixtures is never blocked off by 
Kinnear Rolling Doors. They coil compactly above 
the opening. 

. Wind can’t blow Kinnear Doors back and forth, or 


damage them. Edges are anchored in steel tracks from 
floor to ceiling! 





. Kinnear Rolling Doors open straight upward, coiling 
completely out of the way, safe from damage. 





. The opening is cleared from jamb to jamb and floor 
to lintel. 

















Kinnear Rolling Doors 


No other doors offer 
all these advantages 





10. A continuous curtain of strong interlocking steel 
slats gives you extra protection against fire, theft, 
intrusion, wind, weather and accidental damage. 


11. Kinnear smooth, upward action is ideal for time- 
saving motor operation, with convenient remote con- 
trol. Rugged Kinnear motor operators do the trick. 


12. Kinnear’s interlocking steel slat curtain permits any 
number of slats to be individually replaced if acci- 
dentally damaged. Lower maintenance costs! 


You get many other advantages In Kinnear Rolling Doors. 
They are bullt any size, with motor or manual operation. 
Easily instalied in old or new bulidings. Write for full 
information. 


The KINNEAR Manufacturing Co. 


FACTORIES: 
2060-80 Fields Ave. 
Columbus 16, Ohio 
1742 Yosemite Ave. 


Offices and Agents 
in All Principal Cities 
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WHICH OF THESE SERVICES WILL HELP YOU? 


At your fingertips are EBasco specialists to help solve your business problems quickly 
and economically. 

Need help with financing? During the past few years EBAsco has advised on the rais- 
ing of over two billion dollars in new capital. Industrial relations? EBAsco assists in 
planning and developing industrial relations programs. EBasco has designed and 
built over one billion dollars worth of new plants. Espasco has developed insurance, 
pension and safety programs ... solved production and plant layout problems and 
performed many similar services for business and industry throughout the world. 
To find out how EBASCO can serve you best, send for ‘““The Inside Story of Outside 
am Address: Ebasco Services Incorporated, Dept.W, Two Rector Street, New 

ork 6. 


EBASCO SERVICES 


gsth?  COMEra, INCORPORATED 
New York + Chicago + Washington, D.C. 


> a 
Sf: % 
. ‘Gan «| Appraisal - Budget - Business Studies - Consulting Engineering - Design & Construction - Financial 
"en, * Industrial Relations - Inspection & Expediting - insurance, Pensions & Safety 
2e8 conso™* Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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ENGINEERS WHO KNO 


choose this modern gas control 
GASAPACK ... THE ONLY = NEW GAS CONTROL 


Silent Operation 
Gasapack eliminates aggravating 
oO} erating noises common to 
‘snap-action” controls. No 
“bang-on, bang-off.” Quiet 


— but positive. 


Easy Installation; 
Simplified Service 
Gasapack combines all 
Becessary gas controls in one 
compact unit. Provides 
utmost simplicity in 
installation and service. 


Before GASAPACK 


Duiones for modern heating yo the Gasa- 


pack is the answer for a simple, compact, highly 


“DEPENDABLE Controls 


Two-Stage 
Flame Control 


Exclusive principle"stages” 
flame from high to low for 
steady, even heat. Prac- 
tically eliminates “cold 70.” 


One Basic Unit 


Manual unit easily converted 
to automatic operation by 


addition of electric thermostatic [) 


or mechanical Thermomatic kit. 


With GASAPACK 


efficient control . . . easy and economical to install. 
Completely silent, ‘safe and dependable in opera- 
tion, it’s a profit-maker in customer satisfaction. 


A-P CONTROLS SORPORATION 


(formerly Aut 





ud 


2470 N. 32nd Street @ Milwaukee 45, Wis. @ In = A-P Gunde Corporation Ltd., Cooksville, Ont. 
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On a really tough hauling job,a ™ 
truck’s either got it, or it hasn’t. 
You either make money or you lose 
# it. Only the best truck engineered for 
the job is a bargain for the operator. 


= That’s why you see so many Inter- 

nationals on tough jobs. That’s why 
you'll be money ahead to see your 
International Truck Dealer or Branch 
| and get the best truck engineered for 
your job. Why not make it soon? 


INTERNATIONAL HARVESTER COMPANY « Chicago 
o 


Get the facts about 
International's features: 


@ All-truck engines—exclusively for truck work—built in the 
world’s largest truck engine plant. 


@ The “roomiest, most comfortable cab on the road’’—the 
Comfo-Vision Cab designed by drivers for drivers. 


@ Super-steering system—more positive control, easier han- 
dling and 37° turning angle. 


®@ Traditional truck toughness that has kept International 
first in heavy-duty truck sales for 20 straight years. 


@ 115 basic models . . . everything from 12-ton pickups to 
90,000 Ibs. GVW off-highway models. 


®@ America’s largest exclusive truck service organization. 


International Harvester Builds McCormick Farm Equipment and Farmall Tractors... Motor Trucks...Industrial Power. ..Refrigerators and Freezers 


INTERNATIONAL “= TRUCKS 


“Standard of the Highway” 





| Model L-192 with special utility body and winch, 
i 175-in. wheelbase, 25,000 ibs. GVW. 
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Exide-Manchex installation in City of Philadelphia 


Substation No. 4. 


Substation No. 4, power source for part of Broad Street Subway. Operated by Philadelphi 
Transportation Company, largest, privately-owned, unified transit system in Americ 


“TRIPPING” ON THE BROAD STREET SUBWAY 


Exide-Manchex Batteries 


More than 90,000,000 passengers a year 
ride on Philadelphia’s city-owned, PTC- 
operated Broad Street Subway. Directly, 
and through its many feeder lines, the 
subway serves a large part of the city and 
adjoining areas. Safety and service records 
are high. Equipment is modern, efficient 

. and includes dependable Exide- 
Manchex Batteries. 


Power for the northern section of the 
subway is normally supplied from Sub- 
station No. 4 by three 3000-KW Rotaries. 
They receive current from the Philadel- 
phia Electric Company, at 13.8-KV, over 
cables. The station’s six, motor-operated 
oil circuit breakers and five D.C. solenoid- 
operated air breakers, are powered by 
Exide-Manchex Batteries, which also 
provide emergency lighting throughout 
the station. 


Exide-Manchex Batteries are preferred 
by many utilities because they assure: 


POSITIVE OPERATION:— Dependable perform- 
ance at ampue voltage with no switching failures. 
INSTANTANEOUS POWER: High rates for switch- 
gear operation with adequate reserve power for 
dependable performance of all other control 
circuits and for emergency lighting. 

LOW OPERATING COST: Extremely low internal 
resistance. 

LOW MAINTENANCE COSTS: Water required 
about twice a year. No change of chemical 
solution needed during life of battery. 

LOW DEPRECIATION: Sturdy, long-life con- 
struction. 

GREATER CAPACITY in a given amount of space 
avoids overcrowding of equipment. 

These features combine to make Exide- Manchex 
your best power buy for all control and sup- 
station services. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
**Exide” and ‘“‘Manchex"’ Reg. Trade-marks U. S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 64 YEARS...1952 
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“Bore trench eee ein more places ...at less cost.. 
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ba * 
Ss 7a 


er ® Compact Design, 
es § Precision Control. 
for the Tight Spots 


Sees ’ 
Power, Speed 
and Durability for 
> \ the Toughest Jobs 


ELAND MODEL 80 


fills » Tamps « Lays Pipe 
s all types of Light 


e work 


Man Operated 


Ss Time, Work and Money 
@/! trench completion jobs és 








aA WBE 


Vy CLEVELANDS’ wide range 
of speed combinations, their wide 
variety of trench sizes and their 
famous dependability assure you 
more trench, 


V , Compact, correctly balanced, 
full crawler maneuverability and 
lower ground bearing pressure 
permit working in close quarters, 
in all soils and terrain—assure 
fast easy loading for quick jumps 
by truck and trailer—for work 
in more places. 


vy Correctly designed, built of 
finer, tougher materials CLEVE- 
LANDS conserve fuel and stay 
running longer at less cost. 


The 80 Backfills— 
Tamps—Travels— 


Simultaneously 


Get the Full CLEVELAND Story from Your Local Distributor 


HE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE e CLEVELAND 17, OHIO 
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Twofold Benefits From The 


Analysts Journal 


J, its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 
To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 
* 
To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 











The Analysts Journal 

20 Broad Street, Room #908 

New York 5, N. Y. 

Gentlemen: 

(() Please enter my subscription for one year at the subscription rate of $4.00. 


(] Please send me your advertising brochure. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tur American Apprarisat Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
155 E. 44th St., New York 17, N. Y. 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








Jord, Bacon & Davis 
tee ERGMOCTS 8 ones 


NEW YORK @ CHICAGO e LOS ANGELES 











GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 
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INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON + PHILADELPHIA - ROME + MANILA - MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 














W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO e Telephone HArrisen 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 











CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 
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Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio ¢ Telephones: L. D. 78—Kingswood 0611 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
N ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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William S. Leffler, Engineers Associated 


NOROTON, CONNECTICUT 


Utility Management Consultants Specializing in RBBULATORY 
GAS 
oka COST ANALYSIS nonasieas 


for past 35 years 
Send for brochure: ‘’The Value of Cest Analysis to Management" 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 











120 Broadway New York 
RATES TAXES 
SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING ° SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 








CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET. 








Complete Services for Gas and Electric Utilities 
Foy rien crap rtelianae 


Outstanding 


tion + Piping * Equipment « Survey 


* Plans * Steam or Diesei Powe 


in the 
Plants, Alterations, Expansion 


DESIGN - 


ENGINEERING - CONSTRUCTION 


Industry 











THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA. 











SANDERSON & PORTER 
ENGINEERS 
AND 
CONSTRUCTORS 


S&P 
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Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 








80 BROAD STREET 


The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 








DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST. PAUL STREET 


Whitman, Requardt and Associates 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 


April 


—_—_— 











ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies 


910 Electric Building Indianapolis, Ind. 

















BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and re- 
ports, design and su ision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


omen, Bek Si Boe -e a a>) 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, Il. 












Bopopy-BENJAMIN 


ASSOCIATES, INC. 
CONSULTING ENGINEERS 


Power Plant Design, Specification and 
onstruction Supervision 
Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


. + 4 Renorte_A 
' Heports- 


Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 
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FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUB, CHICAGO 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatiz Sr., Cricaco 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3087 


LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APP 


1009 Baltimore Kansas City 6, Mo. 








HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HABZA 
E. MONTFORD FUCIK 


Hydro-Electric Pewer 
Tr ssion Lines, 8 
Dams, Foundations, 
Sotl 


CALVIN VY. DAVIS 


Projects 
Management, 
Structures, 


400 W. MADISON 8T. CHICAGO 6, ILL. 








A. S. SCHULMAN ELEctTric Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Returm Studie 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses Examined 
919 Eleventh Street, N.W., Washingten |, D. C. 
Telephone: National 7733 











Testing + Inspection * Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 
Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis * New York ¢ Philadelphia * Providence * Dallas 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—BATES 


79 East Adams Street Caieage 3, [ilineis 















WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
wanes — STUDIES — REPORTS — 
ESIGN — SUPERVISION 


UT mune — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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PACIFIC 
TYPE WBF 


PACIFIC TYPE ABF 


Precision Guill Cenreveuear 


You Specify — The capacity, temperature and pressure. 


Pacific Will Specify — The most efficient size and the correct 

iaterials. 

You Will Receive from Pacific — A custom built pump with pres- 
ire castings, hydrostatic tested ...each part precision finished 
id inspected . . . one-piece impellers, dynamically balanced . . . 

performance tested and shipped with parts protected with rust 

inhibitor. Write for Bulletin Number 109. 


HUNTINGTON PARK, CALIFORNIA AMeeaMeMMehe eh MLL RASS 


Aport Uliice: Chonin Bidg., 122 E. 42nd St., New York * Offices in All Principal Cities PACIFIC TYPE JBF 


BF-13 



























































89 Different Electric Utilities Specified 
RM* Transformers in 1951...gain of 15.6% over 1950 


RM designs now conform to new ASA Standards . . . faster shipments, lower prices are retained 


Our records for 1951 show that 89 different 
electric utilities capitalized on the shorter 
shipments at lower prices obtained by spec- 
ifying General Electric’s RM power trans- 
formers. This represents an increase of 
15.6% over the 77 utilities that placed RM 
orders in 1950. 
* In terms of actual volume, RM units ac- 
counted for 59.2% of all orders for power 
transformers in the RM range—convincing 
evidence of their wide acceptance, and of 
the flexibility in application they offer. 
This year we anticipate even wider ac- 
ceptance of RM transformers which now 
conform to the new Proposed Standards 


GENERAL (36) ELECTRIC 


for Transformers, recently adopted by the 
users and manufacturers represented on the 
ASA C-57 Committee. These new RM ASA 
transformers offer the same price and de- 
livery advantages as previous RM designs. 

For complete information on the rew 
ASA Standards, and on RM ASA treas- 
formers, see your local G-E representat ve. 
Or write to General Electric Compcny, 


Schenectady 5, New York. 4 


"RM stands for ‘‘Repetitive Manufacture.’’ By using s 
ardized construction methods, General Electric build 
power transformers more economically—delivers 

fasier. RM designs are available in ratings 10,000 kv- 
below and up to 69 kv, with many optional features 











